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I T 1S LITERALLY TRUE that, sometime or other, 
almost everybody in America has come to know 


this man 


Irue, many people have looked upon him at first 
simply as a man who had something to sell. Some 
of them have even been annoyed at his persistence 

1 persistence born of his sincere belief in the 


value of the services he renders 


But today, increasing millions ot people know 
this man as a friend. They think of him gratefully, 
as one who has shown them the way to security 
and greater peace of mind 

Because of this man, many a widowed mother 
and her children have been able to face the future 
with confidence and courage, secure in the know!l- 
edge that their immediate needs have been pro- 


vided for 


Because of him, thous inds of fatherless bovs and 
girls have been able to obtain an education to fit 
them for life 


Because ot him, many a work weary man has 
been able to retire from business, to enjoy the OHN 
carefree years that he before him point 
rance, 


Who is this man this man who has helped so 
orn 


many people in so many different ways? 


You have probably guessed. He is your life in- 
surance agent 
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tory influenced his future career, 
he was later in life to have a most 
distinguished military record. 
First, however, he became early 
in his business life secretary of the 
Cahse Construction Company, in 
Detroit, and remained with that 
concern until 1903; then assistant 
manager of the Antrim Company, 
Mancelona, Mich., from 1904 
until 1909. He then entered the in- 
surance business in Grand Rapids 
and remained active in that work 















JOHN G. EMERY 





ther, 









_ Commissioner of Insurance, until the present time with time 
Michigan, out for service in the World War. 

first ond former National His military career is summarized 

4 as follows: 

pom Commander, 






Entered Fort Sheridan, Illinois, 
Officers Training Camp, August, 
1917. Graduated in November. 
Commissioned Captain of In- 
fantry and immediately sent to 
France. Assigned to |8th Infantry, 
First Division AEF. Promoted to 
Major, August 31, 1918. Wounded 
in Argonne, October 9, 1918. In- 
valided home. Discharged March 
31, 1919. Decorated by United 
States, France, Belgium and Italy. 

Other business and civic in- 
terests have been, City Commis- 
sioner of Grand Rapids, Michi- 
gan, 1919 to 1921; National Com- 
mander of American Legion, 
1921; President, Grand Rapids 
Real Estate Board, 1929, 1930 
and 1931; Member, American In- 
stitute of Real Estate Appraisers; 
Member, Board of Managers, 
Michigan Soldiers Home, 1928 to 
1933; Appointed Insurance Com- 
missioner of Michigan, April |, 
1939; Thirty-second degree Mason 
—Congregationalist—Republican. 
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the OHN G. EMERY, recently ap- 
pointed Commissioner of In- 

rance, State of Michigan, was 

“ orn in Grand Rapids, July 4, 

81, and was graduated from 

» in- e Grand Rapids high schools in 
98. Whether or not these two 

storical dates of American his- 













ABOVE— 


Photographed at the close of the 
World Wear as a Major of In- 
fantry. 













LEFT— 


Early refiecting the independence 
of the day on which he was born 
—July 4. 


















RIGHT— 


Mr. Emery as he appeared the 
day he received his high school 
diploma in Grand Rapids, Michi- 
gan. 












natter 


THE SPECTATOR, June 8, 1939—3 
















Withered Weeds 


The barrenness of the withered weeds of Re- 
newable Term insurance—favorite plan of the 
predatory Term-ites—is vividly contrasted with 
the fruitfulness of permanent life insurance such 
as this case affords:— 


A Twenty-Payment Life policy issued Septem- 
ber 25, 1889, dividends to buy paid-up additions. 
The death claim was recently paid. Face amount, 
$3,000. Paid-up additions, $2,292. Post-mortem 
dividend, $33.82. The total, $5,325.82. Excess of 
death payment over the premiums, $3,541.42. Note 
that the paid-up additions,—painlessly made,- 
swelled by $2,292 the policy’s $3,000 face—more 
than two-thirds. 


If this policyholder had taken Renewable 
Term, at age 65 it would have deserted him and 
his wife, leaving one or both of them to find 
maintenance in the almshouse, or the homes of 
their children, if they had any. Further, the Term 
policy would have had no cash and loan values, 
no reduced paid-up value, no Extended Term pro- 
vision,—utterly useless in an emergency. 











Renewable Term is little more than a bare 
stalk, utterly to wither at a time when approach- 
ing age imperatively needs protection. 


THE PENN MUTUAL LIFE 
INSURANCE COMPANY 


JOHN A. STEVENSON 
President 


WM. H. KINGSLEY 
Chairman of the Board 


Philadelphia 


Independence Square, 





















ance. 


experie 


: 99 
in. 


PEOP 











tion and every care is taken that he may 


Are you interested? 
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CAN YOU CASH IN? 














During the past years Life Insurance 
Companies and their Underwriters have 


rendered an invaluable service toward educating 
the public in the use and advantage of Life Insur. 
The value of that service cannot be meas. 
ured in dollars and cents but every life under. 
writer of today can “cash in” on the profits. 


Peoples Life has long been an advocate of per- 
sonal education and training for her underwriters, 
The new man, as well as the man with years of 


nce behind him, receives individual atten. 
“cash 


Then you will find it pays 
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LIFE presents “Complete 
Protection” Plan—dramatic 
new Union Central campaign 


Arresting headlines and newsy, interesting pictures assure 
that Union Central’s new campaign will get wide atten- 
tion among LIFE’s 2,200,000 readers. And from the brief, 
readable copy these upper-bracket prospects will get two 
clear-cut ideas: 


First,- that. the new Complete Protection Plan is an un- 
usually attractive contract—offering $200-every-month for 
fathers if they live to retirement age, or $200-every-month 
to bring up their children if they die. 


Second, that The Union Central Life, with its $374,000,- 
000 of assets, long years of experience, and modern, prac- 
tical policies is the kind of company with which they'd 
like to do business. 


Chis advertising continues a nationwide campaign of 
many years’ standing, which has steadily built background 
and recognition for Union Central’s men in the field. Its 
cumulative effectiveness is one reason why Union Central's 
new paid-for business, for the first five months of 1939, 
is well out in front of last year’s record. 


The UNION CENTRAL LIFE Insurance 
Company . «  «  GINCINNATI, OHIO 
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Splendid General Agency opportunity available in New | 
Jersey for personal producer who can develop territory. | 
Lucrative territory in Ohio, Illinois and Western Pennsyl- 


Real ol 


vania. 


your own business with 


Eureka-Maryland Assurance Corp. 
of 
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J. WN. Warfield, Pres. 
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atten ® Originality 
it pays MONG the material recently read was a sales leaflet on 
life insurance some thirty years old which concluded 
?AN)Y “It isn’t the words a man says or their number; it is 
YIANA originality of the words and the original manner of saying 
na them that counts.” 
- & ; Naturally, the similarity of this conclusion written near 
= the turn of the century with the words of the current song 
hit was striking:—“It Ain’t What You Do But The Way 
ny | 5 That You Do It, It Ain’t What You Say But The Way That 
; You Say It.” 


Thirty years and more ago, life insurance salesmen by the 
om thousand, each day sallied forth from home office and agency 
a to spread the gospel of protection and so to seek new con- 
ay ° ° 
verts to the humane cause it preached. Each day, while 
thousands came back in the evening with signed applications 


ner as endorsements of the efficacy of their work, thousands 
more returned after a day of failure, yet all had been in- 
na. structed equally in the history of life insurance, all were 





equally well equipped with selling material and documentary 
knowledge. Quite evidently the latter group lacked the in- 
spiration and the ability to set forth the advantages of a life 





-_—_— insurance policy with words which were arresting and con- 
wae vincing. 
ory. | 


In this modern day, similar groups of salesmen, intent 
nild | on swelling the aggregate of life insurance outstanding, are 
recording each day with equal consistency, failures and suc- 
: cesses in their endeavors. The records show that the appeal 
p- for life insurance protection is as strong as ever. Those 
| agents who are not closing the day with signed applications 
should review their canvass. Undoubtedly, they are present- 
ing their case thoroughly and conscientiously. Perhaps there 
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* is need to revise the way they are presenting it; perhaps it 
Fiele isn’t the words they are saying but the manner in which they 
THOMAS J. V. CULLEN are saying it or in the vernacular of the day’s song, “It isn’t 
— Edisor what they are saying but the way they are saying it.” 
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FIGURE 


The original Gift Tax enacted 
in 1924 was repealed two years 
later. The Revenue Act of 1932 
reenacted the Gift Tax with 
basically the same provisions as 
the original law. Since then it 
has been amended frequently; 
1934 brought increased rates; 
1935 more increases and a re- 
duction of the specific exemption 
from $50,000 to $40,000; and 
in 1938 the annual exclusions 
were lowered from $5,000 to 
$4,000 and fully denied to gifts 
in trust. 

The Supreme Court of the 
United States has decreed the 
Gift Tax constitutional. It is 
not a tax on property but a tax 
on the transfer of property. 
The rates have been increased 
until they are now approximate- 
ly three quarters that of the 
estate tax rates. 

The tax applies to all gifts 
made since June 6, 1932, the 
effective date its reenactment, 
and does not apply to gifts made 
prior to that time. The first 
$40,000 of gifts are exempted 
from taxation; likewise the first 
$4,000 of gifts in any one year 
to any one donee are excluded. 
This annual exclusion does not 
apply to gifts in trust or to a 
future interest in property. 

The tax is applied to all trans- 
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How to Increase Sales 
Through Knowledge of 
Tax Regulations 


THE GIFT TAX 


By 
WILLIAM HENRY 
FISSELL 


fers made during any one year 
regardless the kind of property 
whether made by a resident or 
non-resident, except that in the 
case of a non-resident, not a 
citizen, it applies only to the 
transfers of property situated 
in the United States. Natural- 
ly, the tax is not imposed on 
transfers for a valuable consid- 
eration that are bona fide sales 
or exchanges of property. It 
does include such sales and ex- 
changes if they are not made 
for a full consideration to the 
extent of the difference in 
values. 

Gifts of life insurance prop- 


IT OuT FOR YOURSELF 


erty are fully treated in the 
Regulations 79 as follows: 
“Article 2. (5) If the in- 
sured assigns a life insurance 
policy, or designates a benefici- 
ary in such a policy, but does 
not retain what amounts to a 
power of revocation (as, for 
example, the right to surrender 
or cancel the policy, the right 
to obtain a loan against the 
policy or its surrender value, or 
a right to change the beneficiary 
or assignee, if by the exercise 
of such latter right the proceeds 
of the policy might be made pay- 
able to the insured, his estate, 
or otherwise for his benefit), 
such assignment or designation 
constitutes a gift, even though 
the right of the assignee or bene- 
ficiary to receive the proceeds is 
conditioned upon his surviving 
the insured. For the valuation 
of policies of life insurance see 
subdivision 9 of article 19.” 
“Article 2. (6) If there is 
an irrevocable gift of a policy of 
life insurance and the insured 
thereafter pays the premium 
thereon, each premium payment 
is a gift in the amount thereof.” 
Article 19 subdivision 9 re- 
ferred to above states, “Life 
Insurance and annuity con- 
tracts.—The value of a life in- 
surance contract or a contract 





ee 





_ ee 











issued by a company regularly 
engaged in the selling of con- 
tracts of that character is estab- 
lished through the sale of the 
particular contract by the com- 
pany, or through the sale by the 
company of comparable con- 
tracts. As valuation through 
sale of comparable contracts is 
not readily ascertainable when 
the gift is of a contract which 
has been in force for some time 
and on which further premium 
payments are to be made, the 
value may be approximated, un- 
less because of the unusual na- 
ture of the contract such ap- 
proximation is not reasonably 
close to the full value, by adding 
to the interpolated terminal re- 
serve at the date of gift the pro- 
portionate part of the gross 
premium last paid before the 
date of the gift which covers 
the period beyond that date. 

“The examples given below, 
so far as relating to life insur- 
ance contracts, are of gifts of 
such contracts on which there 
are no accrued dividends or out- 
standing indebtedness. 

“Example: A donor purchases 
from a life insurance company 
for the benefit of another a life 
insurance contract or a contract 
for the payment of an annuity; 
the value of the gift is the cost 
of the contract. 

“Example: An _ annuitant, 
having purchased from a life 
insurance company a. single 
payment annuity contract by 
the terms of which he was en- 
titled to receive payments of 
$1,200 annually for the duration 
of his life, five years subsequent 
to such purchase, and when of 
the age of 50 years, gratuitous- 
ly assigns the contract. The 
value of the gift is the amount 
which the company would charge 
for an annuity contract provid- 
ing for the payment of $1,200 
annually for the life of a person 
50 years of age. 

“Example: A donor owning 
a life insurance policy on which 
no further payments are to be 
made to the company (e. g., a 
Single premium policy or paid- 
up policy) makes a gift of the 
contract. The value of the gift 
is the amount which the com- 
pany would charge for a single 
premium contract of the same 
specified amount on the life of 
a person of the age of the in- 
sured, 


“Example: A gift is made 








for the payment of an annuity 





four months after the last 
premium due date of an ordi- 
nary life insurance policy is- 
sued nine years and four months 
prior to the gift thereof by the 
insured, who was 35 years of 
age at the date of issue. The 
gross annual premium is $2,811. 
The computation follows: 


Terminal Reserve at 

end of tenth year. .$14,601.00 
Terminal Reserve at 

end of ninth year.. 12,965.00 
I D. . o ea ee $1,636.00 
One-third of such in- 

crease (the gift 

having been made 

four months follow- 

ing the last preced- 

ing premium due 


eas Vaees 545.33 
Terminal reserve at 
end of ninth year.. 12,965.00 





Interpolated terminal 
reserve at date of 
ee 
Two-thirds of gross 
premium ($2,811) 1,874.00 


.. $15,384.33 


While articles two and nine- 
teen seem to be extremly clear 
in their interpretation of the 
law which we will quote later, 
nevertheless, the Board of Tax 
Appeals in two cases has ruled 
that the cash value of a life in- 
surance policy is basis of valua- 
tion for computing the gift. The 
Commissioner has not acquiesced 
in the decisions rendered by the 
board. This means that for the 
time being the Commissioner 


Value of gift .... 





William Henry Fissell 





will continue to tax on the basis 
of the regulations and the Board 
of Tax Appeals will continue to 
reverse the Commissioner on the 
precedent of Cronin, 37 BTA 
914 and Haines, 37 BTA 1013, 
until the matter is decided by 
the higher courts. 

In a recent district court case 
the Commissioner seems to be 
upheld in his position, because 
in this case the regulations given 
above were declared the basis 
of taxation In this case, Ryerson 
v. United States, the judge said: 
“It is my belief that the cash 
surrender value is not the actual 
value of a policy but is purely 
an arbitrary figure fixed by the 
insurance company. ... The 
cash surrender value is the mar- 
ket value only of a surrendered 
policy, one in which the invest- 
ment upon life has been termi- 
nated. It is the value of a policy 
computed by subtracting the in- 
surance already received and 
other expenses from the amount 
of premiums paid in. It does 
not place any value upon the in- 
vestment in the insured’s life 
expectancy. . . . The true value 
of a life insurance policy still 
in force can be ascertained only 
by the cost of duplicating that 
policy on the date of gift. That 
an insurance policy is worth 
more than its cash surrender 
value is recognized by the bank- 
ruptcy courts which allow a 
bankrupt to keep his policy pro- 
viding he pays to the trustee the 
cash surrender value.” 

The articles of Regulation 79 
referred to above are interpre- 
tive of the law, which follows: 
“Sec. 501 (a) For the calendar 
year 1932 and each calendar 
year thereafter a tax computed 
as provided in section 502, shall 
be imposed upon the transfer 
during such calendar year by 
any individual, resident or non- 
resident, of property by gift. 

“(b) The tax shall apply 
whether the transfer is in trust 
or otherwise, whether the gift 
is direct or indirect, and whether 
the property is real or personal, 
tangible or intangible; but, in 
the case of a nonresident not a 
citizen of the United States, shall 
apply to a transfer only if the 
property is situated within the 
United States. The tax shall 
not apply to a transfer made on 
or before the date of the enact- 
ment of this act.” 

The date of the enactment 

(Continued on page 10) 
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man of the Ways and Means 

Committee of the House of Rep- 
resentatives, introduced H. R. 6497 
on May 24, to be cited as the “Social 
Security Act Amendments of 1939.” 
This seems to be the Administration’s 
recommendations for amendment to 
the Social Security Act. This session 
of Congress has been open season for 
amendment of this Act. Many shots 
have been fired, some good, some very 
bad, but the Act is as yet unaltered. 
Hundreds of proposed amendments 
have gone far enough to clutter up 
Uncle Sam’s printing presses and to 
be mentioned in the Congressional 
Record; several have been discussed 
at public hearings of the Ways and 
Means Committee called to consider 
such amendments. 

These hearings lasted for more 
than two months and resulted in 
more than 2,000 pages of testimony. 
Prompted perhaps by two camps of 
Townsendites, they gave representa- 
tives of widely divergent interests op- 
portunity to record their suggestions. 
While many members of Congress 
felt it necessary to make good on 
their campaign pledges to support 
the Townsend movement, the recent 
vote in the House of Representatives 
was decisively against these economic 
pipe dreams. The effectiveness of 
other suggestions to the Ways and 
Means Committee is yet to be tested. 

A remarkable fact about this whole 
discussion is that no definite propo- 
sals for legislation had come from 
the Administration until the Dough- 
ton Bill appeared. Recommendations 
of the Advisory Council on Social 
Security were released December 10, 
1938. Recommendations of the Social 
Security Board were referred to Con- 
gress by President Roosevelt in 
January of this year. But the long, 
drawnout hearings of the Ways and 
Means Committee were allowed to 
drift without the focusing power of 
specific proposals for legislation from 
the Social Security Board, even 
though these hearings began, and 
closed with testimony by Chairman 
Altmeyer of the Board. True, recom- 
mendations were made in general 
terms in the Board’s report, which 
was dated December 30, but far- 
reaching changes in technical fields 
cannot be satisfactorily evaluated “in 
general” and only now, when Con- 
gress is feeling the hot weather of 


Rin 0 L. DOUGHTON, chair- 
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ADMINISTRATION'S AMENDMENTS TO SOCIAL 
SECURITY ACT 


By RAINARD B. ROBBINS 


Washington and getting restless to 
adjourn, are these important details 
brought forward in Mr. Doughton’s 
bill. 


The Doughton Bill 


It may be well to recall that the 
Social Security Act consists of eleven 
“titles,” of which five have to do with 
providing benefits through states on 
a showing of need, one sets up the 
Social Security Board, two have to 
do with contributory old-age benefits, 
two with provisions related to unem- 
ployment compensation, and a final 
one is a catch-all for general provi- 
sion. Amendments proposed to the 
needs-test titles are largely adminis- 
trative and comparatively minor. 
They would make Federal cooperation 
depend upon “proper” as well as ef- 
ficient administration of state benefit 
plans, would leave no doubt that only 
“needy” individuals of specified 
classes are to be recognized, and 
would see to it that the Federal Gov- 
ernment shall be credited with its 
share of salvage from estates of 
needy persons who have been helped. 
No change is suggested with refer- 
ence to the Social Security Board or 
its duties. 

When we come to the contributory 
old-age and unemployment compensa- 
tion titles, the changes suggested 
may well be classed as major. Inci- 
dentally, the taxing sections of the 
Social Security Act have already been 
transferred to Chapter 9 of the In- 
ternal Revenue Code, so that Mr. 
Doughton’s bill refers to amendment 
of sections of the Internal Revenue 
Code rather than to Titles VIII and 
IX of the Social Security Act. He 
would label the amended sub-chapters 
of Chapter 9 of the Internal Revenue 
Code respectively the “Federal Insur- 
ance Contributions Act” and _ the 
“Federal Unemployment Tax Act.” 
Throughout the bill are to be found 
administrative amendments’ which 
doubtless reflect difficulties that have 
arisen in operation of the present Act. 
Perhaps some of these have already 
been effective in the form of rulings, 
and, no matter how detailed the Act 
may be made, many such interpreta- 
tions will continue to be necessary. 


Coverage 
Both the Advisory Council and the 
Social Security Board made recom- 
mendations with reference to extend- 


ing coverage to agricultural labor, 
domestic service, and service for non- 
profit organizations. However, the 
Ways and Means Committee hearings 
developed some strenuous objections 
to this program and the Committee 
voted to make no recommendations 
for substantial extension of coverage. 
The Doughton bill follows this lead. 
The bill would, however, sharpen 
some definitions that have shown 
weakness in administration and would 
grant some exceptions from coverage 
that were requested in the hearings. 

Agricultural labor is defined in the 
bill with the purpose of excluding em- 
ployment in closely related industries 
such as packing and processing of 
fruit and vegetables when incident 
to preparation for marketing. Do- 
mestic service would include service 
for a local club or college fraternity. 
Public service is made more explicit. 
Service of specified kinds for any or- 
ganization, exempt from income tax 
under section 101 of the Internal 
Revenue Code, is excepted when com- 
pensation is not more than $45 for a 
quarter of a year. This resulted, at 
least in part, from urgent requests 
presented to the Ways and Means 
Committee by college students and 
fraternities. Service within the same 
compensation limit for fraternal bene- 
fit societies is also excepted. 

Experience in operation is doubt- 
less responsible for the recommenda- 
tion that service for foreign govern- 
ments be excluded when reciprocal 
arrangements are available, and for 
the provision that if only part of an 
employe’s service for a particular em- 
ployer is subject to coverage, the 
status of all shall be determined by 
the classification of the larger part. 

With minor exceptions, coverage is 
made the same for old-age and un- 
employment taxes and for old-age 
benefits. A point of difference is the 
problem of service on 
The unemployment taxing 
section applies only to employment 
within the United States and excludes 
service as an officer or member of the 
crew of a vessel on the navigable 
of the United States, while 
the old-age sections apply even t 
service outside the United States, 
if on an American vessel that touches 
at American ports. Perhaps this re- 
flects the prospect that the objectives 
of the sections are more 
lasting. 


troublesome 


vessels. 
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The present Act excludes service 
performed in the employ of an instru- 
mentality of the United States and, 
by ruling, service for national banks 
has been so interpreted. The amend- 
ment is more explicit, presumably for 
the purpose of covering such service. 
The amendment would also extend 
coverage by crediting service after 
attainment of age 65 for contributory 
old-age and corresponding benefits. 
Under the present Act such credit is 
not available and corresponding taxes 
cease when age 65 is reached. 


Commissioned Salesmen 

To review for readers of the Spec- 
tator the question of whether or not 
the Social Security- Act covers com- 
missioned salesmen would be like 
carrying coals to Newcastle. But 
Spectator readers will be interested 
to know that the proposed amendment 
is planned to settle this dispute in 
favor of coverage at least for the 
old-age and survivor insurance bene- 
fits. This appears in proposed section 
1426 (d) of the Internal Revenue 
Code, formerly the taxing section of 
the Social Security Act for the provi- 
sion of old-age benefits, reading as 
follows: 

“The term ‘employee’ includes 
an officer of a corporation. It also 
includes any individual who, for 
remuneration (by way of commis- 
sion or otherwise) under an agree- 
ment or agreements contemplating 
a series of similar transactions, 
secures applications or orders or 
otherwise personally performs ser- 
vices as a salesman for a person 
in furtherance of such person’s 
trade or business (but who is not 
an employee of such person under 
the law of master and servant); 
unless such services are performed 
as a part of such individual’s busi- 
ness as a broker or factor and, in 
furtherance of such business as 
broker or factor, similar services 
are performed for other persons 
and one or more employees of such 
broker or factor perform a sub- 
stantial part of such services.” 

The term “person” means an indi- 
vidual, a trust or estate, a partner- 
ship, or a corporation. This definition 
appears again in a proposed amend- 
ment to paragraph 6 of section 
1101 (a) of the Social Security Act, 
where the words quoted above are 
preceded by “When used in this Act.” 
Since the unemployment taxing sec- 
tion is now removed from the Social 
Security Act and since the suggested 
change does not appear in the pro- 
posed amendment of the section of 
the Internal Revenue Code that was 
formerly the unemployment section 
of the Act, it seems that the intent 
is to bring agents under the old-age 
and survivor insurance provisions but 





not under the unemployment taxing 
provision. However, the facts are 
submitted and the reader may draw 
his own conclusions. 


Unemployment Compensation 
Amendments 
Carrying out a recommendation of 
the Social Security Board the bill 
would make the Federal unemploy- 
ment compensation tax apply to only 
the first $3,000 of compensation from 
a particular employer in a single 
calendar year. In addition to other 
justifications for this change, it would 
simplify record-keeping because the 
same limitation already applies to the 
taxes for old-age benefits. 


Taxes and Credits 


It will be recalled that under the 
present Act a 3% Federat¥ tax is lev- 
ied on covered employers for the 
whole of their payrolls. Against this 
may be credited contributions re- 
quired by state unemployment com- 
pensation laws up to 2.7% of compen- 
sation and whatever credits are 
permitted to particular employers by 
the states through merit-rating or 
similar arrangements, with the limi- 
tation that at least .3% of compensa- 
tion must remain for the Federal 
Treasury. 

The present Act includes no re- 
quirement with regard to the level 
of contributions or benefits under 
state laws, so that while the Federal 
Act was intended to encourage state 
unemployment compensation benefits 
costing in the neighborhood of 2.7% 
of compensation, the recognition of 
merit-rating is such that the Federal 
Act could not force a particular level 
of benefits. The Doughton Bill would 


stop this gap by requiring for allow-, 


ance of additional credits to indi- 
viduals either: 

(a) That the average of annual 
contributions under the state plan 
shall be substantially 2.7% of total 
payrolls with respect to which con- 
tributions are required; or 

(b) That specified conditions be 
fulfilled (1) as to size of the state 
unemployment fund, and (2) as to 
size, period of payment, and condi- 
tions for payment of unemploy- 
ment compensation benefits. 

This is a distinct departure from 
the provisions of the present unem- 
ployment taxing title, apparently in- 
tended to bring more uniformity into 
the unemployment compensation laws 
of different states and to raise the 
standards of some. 

An examination of the detail of this 
proposed amendment with reference 
to these unemployment compensation 
matters is the best evidence of the 
complications to which the Social 





Security Board is driven in its effort 
to maintain the workability of so 
many different kinds of state unem- 
ployment compensation arrangements 
under Federal guidance. Some stu- 
dents are convinced that this effort 
has been doomed to failure from the 
beginning and that, sooner or later, 
and the sooner the better, there must 
be practical uniformity in state plans 
or, better still, a Federal plan for 
this as for other benefits having the 
semblance of an insurance basis. 


Federal Old-Age and Survivor 
Benefits 


The most radical changes suggested 
have to do with the title that was 
headed Federal Old-Age Benefits and 
the title for corresponding taxes. 
Fundamental modifications are here 
involved as well as important and 
extensive additions. The formula for 
old-age benefits is changed to produce 
larger benefits in early years and 
smaller ones later. Benefits are added 
principally for wives, widows and 
children; conditions for receipt of 
benefits are changed, one result being 
old-age benefits beginning January 1, 
1940. The schedule of taxes to be 
collected is changed, as is also the 
method of administration of what was 
called the Old-Age Reserve Ac- 
count. 

Most, if not all, of these changes 
follow suggestions that have already 
appeared in general terms in the re- 
ports of the Social Security Board or 
of the Advisory Council or both, but 
in dealing with these technical mat- 
ters, some of the details that must 
be faced in particularizing general 
ideas are all important. 


Primary Insurance Benefit 


Under the proposed amendment all 
old-age and survivor benefits are re- 
lated to one that corresponds to the 
present Feteral old-age benefit; this 
one is called the “primary insurance 
benefit.” 

It will be remembered that under 
the present Act the old-age benefit is 
based on total wages during the pe- 
riod of coverage with the limitation 
that not more than $3,000 a year 
shall count from a single employer. 
This benefit per month is %#% of 
the first $3,000 of total wages plus 
1/12% of the next $42,000 and 1/24% 
of any excess of $45,000 with a 
maximum benefit of $85 a month, 

The amendment proposes that the 
“primary insurance benefit” be re- 
lated to the average monthly wage, 
it being obtained by adding 40% of 
the first $50 of this average and 10% 
of the excess over $50 and then in- 

(Concluded on page 28) 
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Figure It Out 


(Continued from page 7) 


was June 6, 1932. And Section 
502 gives the rate schedule of 
the tax. 

The annual exclusion is stated 
in: “Sec. 504 (b) GIFTS LESS 
$4,000—In the case of gifts 
(other than gifts in trust or. of 
a future interests in property) 
made to any person by the donor 
during the calendar year, the 
first $4,000 of such gifts to such 
person shall not, for the pur- 
poses of subsection (a), be in- 
cluded in the total amount of 
gifts made during such calendar 
year.” 

Subsection (a) referred to 
gives the general definition and 
meaning of total gifts. The 
section of the gift law that most 
concerns the life insurance man 
is section 505. This deals with the 
specific exemption of $40,000, 
and other exclusions. If properly 
understood this section offers 
the greatest opportunity for use 
of life insurance and annuities 
either directly or indirectly to 
affect tax savings. 

“Sec. 505. In computing net 
gifts for any calendar year 
there shall be allowed as deduc- 
tions: (a) In case of a citizen or 
resident; (1) SPECIFIC EX- 
EMPTION—An exemption of 
$40,000, less the aggregate of 
the amounts claimed and al- 
lowed as specific exemption for 
the preceding calendar years. 

(2) CHARITABLE, ETC., 
GIFTS—The amount of all gifts 
made during such year to or for 
the use of — 

(A) The United States, any 
state, territory, or any political 
subdivision thereof, or the Dis- 
trict of Columbia, for exclu- 
sively public purposes; 

(B) A corporation, or trust, 
or community chest, fund, or 
foundation, organized and op- 
erated exclusively for religious, 
charitable, scientific, literary or 
educational purposes, including 
the encouragement of art and 
the prevention of cruelty to chil- 
dren or animals; no part of the 
net earnings of which inures to 
the benefit of any private share- 
holder or individual, and no sub- 
stantial part of the activities of 
which is carrying on propa- 
ganda, or otherwise attempting 
to influence legislation. .. .” 

What this all means is very 
clearly set forth in the Regula- 
tion 79 explaining the same, 
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particularly applicable are the 
following articles: 

“Article 12. SPECIFIC EX- 
EMPTION—In determining the 
amount of net gifts of a given 
calendar year there may be de- 
ducted, if the donor was a resi- 
dent or citizen of the United 
States at the time the gifts were 
made, a specific exemption of 
$40,000 ($50,000 if the calendar 
year is before 1936), less the 
sum of the amounts claimed and 
allowed as an exemption in prior 
calendar years. The exemption, 
at the option of the donor, may 
be taken in its entirety in a 
single year, or be spread over a 
period of years in such amounts 


as he sees fit, but after the limit 
has been reached no further ex. 
emption is allowable. In de 
termining the aggregate sum of 
the net gifts for the preceding 
calendar years (see article 5), 
the total amount of the specific 
exemption claimed and allowed 
for such preceding years should 
be deducted, except that if the 
tax is being computed for th 
calendar year 1936 or for any 


calendar year thereafter such | 


deduction can not exceed $40. 
000. The specific exemption is 
authorized only in the case of a 
citizen or resident of the United 
States. A donor, who was a 
nonresident alien at the time of 





production. 


year’s figures. 


How do they do it? 


Agent Shoemaker. Young, 


from every conceivable angle. 








If you want to start something, just try to tell the members of 
the Shoemaker Agency, located at Manhattan’s 70 Pine Street, 
that “business isn’t any good this year.” 

They have just completed their 11th consecutive plus month in 
They’re 40% ahead of last year’s paid business 
figures in spite of the fact that they led all agencies of the 
Company last year in percentage of increase over the previous 
They proudly hold the Company’s persistency 
plaque for conservation leadership in their group. 

Certainly training must be a part of the 
answer, for thorough training is the guiding principle of General 
enthusiastic, ambitious, he is a 
graduate of the Sales Research Bureau’s Managers School, is a 
C.L.U., and a frequent member of the Company’s Leaders Club. 
He believes in knowing life insurance and its kindred subjects 


PROVIDENT MUTUAL 


Lire Insurance ComMPANY OF PHILADELPHIA 
Pennsylvania @ Founded 1865 


FAIRCHILD ARRIAL SURVEYS. IN¢ 


BUSINESS IS GOOD 
AT 70 PINE STREET 
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the gift or gifts, is not entitled 


to this exemption.” 


Article 5 referred to deals with 
the computation of the tax. Gifts 
to charitable organizations and 
to religious or educational in- 
stitutions are governed by the 
following regulations: 


“Article 13. Charitable, etc., 
determining 
amount of net gifts of a given 
calendar year, in the case of a 
donor who was a citizen or resi- 
dent of the United States at the 
time when the gifts were made, 


gifts — In 


there may 


be 


deducted 


the 


the 


amount of such gifts as were 
made to or for the use of (A) 
the United States, any state... 
for exclusively public purposes ; 
or (B) any corporation, trust, 
community chest, fund, or foun- 
dation, organized and operated 
exclusively for religious, chari- 
table, scientific, literary, or edu- 
cational purposes 
no part of the net earnings of 
such organization inures to the 


benefit of any 


private 


provided 


share- 


holder or individual, and no sub- 
stantial part of its activities is 


carrying 


TABLE ILLUSTRATING SAVINGS TO ESTATES POSSIBLE THROUGH PURCHASE OF LIFE INSURANCE IN 


Estate 
$ 140.000 
240,000 
340,000 
$40,000 
540,000 
540,000 
740,000 
40,000 
440,000 
1,040,000 
.140,000 
.240,000 
1,340,000 
1,440,000 
1,540,000 
1,640,000 
1,740,000 
1,840,000 
1,940,000 
2,040,000 
2.140.000 
2,240,000 
2,340,000 
2,440,000 
2.540,000 
2.640.000 
2,740,000 
2.840.000 
2,940,000 
3,040,000 
7,540,000 
4,040,000 
4,540,000 
5.040.000 
6,040,000 
7,040,000 
8,040,000 
9,040,000 
10,040,000 
20.040.000 


on 


Min 
Federa|! 
and Stat« 
Taxes 
$ 9,600 
26,600 

16,600 
66,600 
89.600 

112,600 
138,600 
164,600 
193,600 
222,600 
254,600 
256,600 
318,600 
350,600 
382,600 
417,600 
452,600 
487,600 
522,600 
557,600 
595,600 
633,600 
671,600 
709,600 
747,600 
788,600 
$29,600 
870,600 
911,600 
952,600 
172,600 
407,600 
.657 ,600 
-922,600 
2,482,600 
3,072,600 
3,682,600 
4,312,600 
4,962,600 
11,662,600 


propaganda, 


Net 


Kemain- 
ing Estate 


After Taxes 


= 130,400 


213,400 
293,400 
$73,400 
150,400 
527,400 
601,400 
675,400 
746,400 
517,400 
X85. 400 
953,400 
021,400 
,089,400 
157,400 
222,400 
,287,400 
352,400 


.417,400 
,482,400 
.544,400 
606,400 
668,400 
730,400 
.792,400 


851,400 
910,400 
969,400 
028,400 


,087 400 
,367,400 
,632,400 


882,400 
117,400 
557,400 
967,400 
357,400 
727,400 


377,400 


or 


otherwise attempting to influ- 


ence legislation... . 

“Article 14. Religious, chari- 
table, scientific, 
educational organizations—The 
corporation, or trust, or com- 
munity chest, fund, or founda- 
tion to which a gift is made must 
meet three tests to entitle the 
donor to deduct the amount of 
the gift: (1) It must be organ- 
operated’ exclusively 
for one or more the purposes 
specified in the statute; (2) it 
must not by a substantial part of 
its activities carry on propa- 


ized and 


’? 


literary, 


and 


The donor must submit such 
re- 


documentary evidence. as 


quired to establish the right to 
The value of any 
gift is established by the price 
a willing buyer would have pur- 
chased it from a willing seller 


the deduction. 


at the date of the transfer. 


ment. 


ganda, or otherwise attempt, to 


influence legislations; and (3) 
no part of its net earnings shall 
inure to the benefit of private 


shareholders or individuals. 


“The donor is not deprived of 
the right to deduct an amount 
equal to the value of the prop- 
erty so transferred by reason of 
the fact that private individuals 
are the recipients of the bene- 
fits which one organization dis- 
Such right is lost, how- 
ever, where any part of the net 
earnings of the organization in- 
ures to the benefit of a private 


penses. 


shareholder or individual.” 


VARYING AMOUNTS AT VARYING AGES 


Gift 
$100,000 
Reduces 
Estate to 

$ 40,000 
140,000 
240,000 
340,000 
440,000 
540,000 
640,000 
740,000 
840,000 
940,000 

.040,000 

1,140,000 

1,240,000 
1,340,000 
1,440,000 
1,540,000 
1,640,000 
1,740,000 
l 
1 

2 

2 


.840,000 
£940,000 
040,000 

, 140,000 
2,240,000 
2,340,000 
2,440,000 
2,540,000 
2,640,000 
2,740,000 
2,840,000 
2,940,000 
4,440,000 
4,940,000 
4,440,000 
4,940,000 
5,940,000 
6,940,000 
7,940,000 
%,940,000 
9,940,000 
19,940,000 


Min 
laxes 
on 
Reduced 
Estate 
5 
9,600 
26,600 
16,600 
66,600 
89,600 
112,600 
138,600 
164,600 
193,600 
222,600 
254,600 
286,600 
418,600 
150,600 
182,600 
117,600 
152,600 
487,600 
522,600 
557,600 
595,600 
633,600 
671,600 
709,600 
747,600 
TRE, 600 
829,600 
870,600 
911,600 
1,128,600 
1,360,600 
1,607,600 
1,869,600 
2,426,600 
4,013,600 
8,621,600 
4,249,600 
1,897,600 
11.595,600 


Gift of 


$100,000 
Saves in 


Ta X@> 
$9,600 
17,000 
20,000 
20,000 
23,000 
23,000 
26,000 
26,000 
29,000 
29,000 
32,000 
$2,000 
$2,000 
$2,000 
$2,000 
35,000 
35,000 
45,000 
35.000 
35,000 
38,000 
38,000 
38,000 
38,000 
$8,000 
41,000 
11,000 
41,000 
41,000 
41,000 
14,000 
417,000 
50,000 
53,000 
56,000 
59,000 
61,000 
63,000 
65,000 
67,000 


Net 


Kemaining 


Estate 
After 
Gift 


and Taxes 


$ 40,000 
130,400 
213,400 
293,400 
73.400 
450,400 
527,400 
601,400 
675,400 
746,400 
817,400 
585,400 
953,400 

1,021,400 

1,089,400 

1,157,400 


1,287,400 
1,352,400 
1,417,400 
1,482,400 
1,544,400 
1,606,400 
1,668,400 
1,730,400 
1,792,400 
1,851,400 
1,910,400 
1,969,400 
2,028,400 
2,311,400 
2,579,400 
2,832,400 
3,070,400 
3,513,400 
4,926,400 
1,318,400 
1,690,400 
5,042,400 
8.344.400 


Estate 
to Heir 
After 
Using 


$100,000 to 


Purchase 
$213,916 
Single 


Prem Life 


Insurance 
at Age 45 
$253,916 
$44,316 
127.316 
907,316 
587.316 
664.316 
741,316 
815.316 
S8O.316 
961,316 
031,316 
099,316 
167,316 
235,316 
.303,316 
371,316 
,436,316 
-501,316 
566,316 
631,316 
696.316 
758,316 
820,316 
882,316 
944,316 
2,006,316 
2,065,316 
2,124,316 
2,183,316 


l 
l 
l 
l 
1 
1 
l 
l 
i, 
1, 
l, 
1, 
1, 
l, 
1, 


2,525,316 
2,793,316 
3,046,316 
3,284,316 
3,727,316 
4,140,316 


Net 
Gain 
to 
Heirs 
£123,916 
130.916 
133,916 
133,916 
136,916 
136,916 
139.916 
139,916 
142,916 
142,916 
145,916 
145,916 
145,916 
145,916 
145,916 
148,916 
148,916 
148,916 
148,916 
148,916 
151,916 
151,916 
151,916 
51,916 
51,916 
54,916 
54,916 
154,916 
154,916 
154,916 
157,916 
160,916 
163,916 
166,916 
169,916 
172,916 
174,916 
176,916 
178,916 
180.916 


1 
1 
1 
1 


(Concluded on ja 


Net Gain Net Gain 


if at 
Age 50 
$172,613 


Ins. is 
Purch. 
$82,613 

89.613 

92,613 
92,613 

95,613 

95,613 
98,613 
98,613 
101,613 
101,613 
104,613 
104,613 
104,613 
104,613 
104,613 
107,613 
107,613 
107,613 
107,613 
107,613 
110,613 
110,613 
110,613 
110,613 
110,613 
113,613 
113,613 
118,618 
113,613 
113,613 
116,613 
119,613 
122,613 
125,613 
128,618 
131,613 
133,613 
135,613 
137,618 
139.613 


if at 


Age 55 
$156,526 


Ins. is 
Purch. 
$66,526 
73,526 
76,526 
76,526 
79,526 
79,526 
82,526 
82,526 
85,526 
85,526 
88,526 
88,526 
88,526 
88,526 
88,526 
91,526 
91,526 
91,526 
91,526 
91,526 
94,526 
94,526 
94,526 
94,526 
94.526 
97,526 
97,526 
97,526 
97,526 
97,526 
100,526 
103,526 
106,526 
109,526 
112,626 
115,526 
117,526 
119,526 
121,526 
128,526 





Net Gain 
if at 
Age 60 


The tax is paid by the donor 
on the 15th of March following 
the close of the calendar year 
in which the gift has been made. 
If the donor should die prior 
to the payment of the tax his 
estate is responsible for its pay- 


What is meant by a gift, and 
comprehended by the law is fully 
covered by the Revenue Act of 
1932, as follows: 

“Sec. 503. Where property is 
transferred for less than an ade- 
quate and full consideration in 
money or money’s worth, then 
the amount by which the value 
of the property exceeded the 
value of the consideration shall, 
for the purpose of the tax im- 
posed by this title, be deemed a 
gift, and shall be included in 
computing the amount of gifts 


made during the calendar year.” 
a9\ 


Net Gain 


if at 
Age 65 


$144,936 $131,969 
S. P. Life S. P. Life S. P. Life S. P. Life 


Ins. is 
Purch. 
$54,936 
61,936 
64,936 
64,936 
67,936 
67,936 
70,936 
70,936 
73,936 
73,936 
76,936 
76,936 
76,936 
76,936 
76,936 
79,936 
79,936 
79,936 
79,936 
79,936 
82,936 
82,936 
82,936 
82,936 
82,936 
85,936 
85,936 
85,936 
85,936 
85,936 
88,936 
91,936 
94,936 
97,936 
100,936 
103,936 
105,936 
107,936 
109,936 
111,986 





Ins. is 


Purchased 
$41,969 


48,969 
51,969 
51,969 
54,969 
54,969 
57,969 
57,969 
60,969 
60,969 
63,969 
63,969 
63,969 
63,969 
63,969 
66,969 
66,969 
66,969 
66,969 
66,969 
69,969 
69,969 
69,969 
69,969 
69,969 
72,969 
72,969 
72,969 
72,969 
72,969 
75,969 
78,969 
81,969 
84,969 
87,969 
90,969 
92,969 
94,969 
96,969 
98,969 
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SURVIEWS 





But They Do! 


When one works in a business so 
nearly perfect as life insurance, and 
comes across critical comment of the 
sort tossed around during the past 
couple of years by commercially inter- 
ested outsiders, the common reaction 
registers astonishment. “They can’t 
say that about us!” But they do. They 
say it right out loud and a lot of 
people listen. There is little doubt 
but that the current wave of vilifica- 
tion directed at the world’s soundest 
financial structure will have its ebb, 
but meanwhile it is refreshing to ob- 
serve a leading life insurance execu- 
tive seizing the opportunity to “put 
our own house in better order.” Such 
was the tone of an address by Victor 
R. Smith, general manager, Con- 
federation Life Association, Toronto, 
and president of the American Insti- 
tute of Actuaries, meeting last week 
in Chicago. 


Suggestion 


Mr. Smith’s searching analysis into 
the possibilities for further improving 
life insurance service to policyholders 
came as something of a coincidence to 
those who read the same week an 
editorial in the Chicago American, 
written by Merryle S. Rukeyser, in 
which he threw brickbats and bouquets 
with either hand. Opening with a 
grand acknowledment of the wonder- 
ful record achieved by life insurance 
through wars, panics, epidemics and 
depressions, he led into the subject of 
“paid-for” counselling with: 

“But as a result of stodginess on the 
part of insurance executives, a new 
profession (or racket) of independent 
insurance analysts has been develop- 
ing. 

“If the insurance companies sim- 
plified and clarified their insurance 
contracts and their notices of premi- 
ums and dividends, it would not take 
outside “experts” working for fees to 
interpret what it’s all about. 

“Instead of merely denouncing the 
outsiders as “shysters,” it’s high time 
for imsurance executives to look for 
the mote in their own eyes. Once they 
correct defects in relations with policy- 
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holders, there will be little room for 
mercenary outside critics. 

“Nearly every life insurance com- 
pany could improve its manners in 
premium notices and in warnings of 
impending default. In the spirit of 
merchandising, these routine messages 
could be couched in friendlier language. 
They could be readily converted into 
“selling” documents, which would build 
up widespread good will for these 
great institutions, which are in reality 
vast consumer co-operatives.” 


Common Practice 


It is easy to criticize any business 
from the outside, but it is more dif- 
ficult to fairly evaluate ones own prac- 
tice. Mr. Smith, discussing public 
relations said: 

“The violence of the abuse and vili- 
fication hurled at life insurance from 
some quarters indicates the weakness 
of the position of those attacking the 
companies. To abuse one’s opponent 
is commonly assumed to be a good 
method of attack when one has no 
foundation nor basis for the attack. 

“Criticism began quietly enough 
with the indirect attack of the ‘life 
insurance counsellors’ who urged the 
practice of a theory, long since proven 
unsound and full of misery to the 
unfortunate insured who accepted the 
view that it was better to carry in- 
surance only as term insurance renew- 
able at stated intervals rather than as 
a permanent form of insurance with 
level premiums that might decrease 
but could not increase. Now we have 
also direct attacks on the management 
and basis of life insurance. 

“We as actuaries know that the 
business is properly managed in the 
best interest of the policyowners and 
that its structure is sound and sturdy. 
Wherein, therefore, have we failed in 
passing to the general public the same 
knowledge which we so confidently 
hold? Why is it we have failed in 
having all the public appreciate as 
thoroughly as we do the soundness of 
the principles and excellence of the 
practices upon which the business is 
based. 

“Is it because, having a good story 
to tell and knowing it so well our- 


selves, we have assumed everyone else 
knows it and have neglected telling the 
public about it? 

“The criticism we receive today is 
largely due to our own lack of fore- 
sight in the field of public relations.” 


Let’s Try This 

In a frank discussion of ways of 
further improving the service of the 
insurance companies to policyholders 
and the general public, Mr. Smith 
called for consideration of the follow- 
ing suggestions: 

1—Have we made the wording of 
our policy contracts as simple as pos- 
sible? Have we eliminated all cumber- 
some, technical phraseology? Are 
they easily understood by those who 
have little or no knowledge of busi- 
ness forms and legal documents? Do 
we endeavour to make them as clear 
to the humblest policyholder as to the 
best trained lawyer in town? 

2—-Can we not improve our premi- 
um notices, using them as a message 
of goodwill, not as warnings 
that if the premium is not paid the 
terms and conditions of the policy will 
apply ? 

3—Can we not improve our methods 
of dealing with our policyowners when 
security of their 
with them, if 
they are borrowing because of distress 
or trouble, gladly extending to them 
the financial assistance they seek and 
encouraging them to repay the loan 
as quickly as possible by making it 
easy for them to do so to the end that 
they will preserve the full protection 
provided by their policy, and when 
trouble returns, the maximum loan 
value will be again available? 

4—How have we designed our claim 
forms—to help the beneficiary collect 
the moneys due her and to make her 
feel we are eager to be helpful, or do 
we put before her cold, formal, legal 
documents for completion to protect 


terse 


borrowing on the 


policies: Sympathize 


ourselves against further claim unde 
the policy? 
5—Do we use our annual financial 
statements to show clearly and simply 
have discharged our 
Do we disclose the re- 


how well we 
trusteeship ? 
sults of our year’s operations? Do we 
tell how much surplus we have earned 
and what we have done with it? Or 
do we use it to boast of what fine com- 
panies we are, and how much better 
we are than the other company? 
Frankly I regard the usual financial 
statements published by our companies 
a prolific source of misunderstanding 
on the part of our policyowners. How 
many times have we heard men say 
they don’t understand them? 

6—Do we make the fullest use of 
our annual meeting to discuss national 
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problems from the standpoint of the 
interests of the policyowners? More 
and more attention is being given to 
this, and some companies are making 
a real success of their discussion of 
national problems. 

7—Do we at all times, on every pos- 
sible occasion, emphasize the coopera- 
tive nature of life insurance? Do we 
seize every opportunity to tell how the 
business as such functions? Do we 
explain how we gather together small 
sums of money and redistribute them 
Federal, State and 
Municipal, to build highways, bridges, 
water works, sewage systems, schools, 
etc.; to corporations to build factories, 
establish business and provide employ- 
individuals to build 


to governments, 


ment, and to 
homes. 

8—Do we always view our problems 
from the standpoint of the business as 
a whole and of all policyholders, or do 
we endeavour to solve our problems 
from the purely competitive advantage 
of one individual company ? 

9—Do we encourage em- 
ployee, whether in the home office or 
at the branch or in the field to take 
part to the extent of his ability and 
opportunity in the civic activities of 
his community, not from the point of 
view of advancing the company’s in- 
terest, or of making greater sales, but 


every 


rather as evidence of the co-operative 
interest of the business in all the com- 


munity’s activities ? 


Metropolitan’s Convention 


Frederick H. Ecken 
pointed out at the company’s annual 
banquet, the average district office of 
the Metropolitan Life collects a larger 
amount of funds and handles a greater 
volume of business than does the ma- 
jority of life insurance companies of 
the country. When you consider that, 
and note that some 1900 managers, 
assistant managers and leading agents 
attended the company 


As chairman 


convention in 
New York a fortnight ago, you realize 
that a gathering of the forces of this 
single institution is a major event in 
the life insurance world. Yet, as 
President Leroy A. Lincoln said at the 
banquet, the Metropolitan Life will 
grow in greatness—not bigness, but 
greatness, and that “we will be big 
because we are great.” 

President Lincoln’s report on phases 
of the company’s experience to date in 
the year 1939 was one of the high- 
lights of the convention. It is inter- 
esting and significant to hear from 
him that the surrenders on industrial 
policies have not been unduly high— 
are, in fact, 25 per cent less for the 
first three months of this year than 
for the corresponding period in 1932, 


bites sevth___ 














"I'll have to talk it over with the Little Woman." 


for example. The last few years have 
witnessed an increasing rate of per- 
sistency in the Metropolitan’s indus- 
trial business, Mr. Lincoln said. 
Incidentally, it develops that in 
Massachusetts and New York where 
laws have been put into effect prohib- 
iting the company from paying the 
($2) conservation commission to 
agents with outstanding persistency 
records, the renewal lapse rate is run- 
ning far above the average for all 
other territories. President Lincoln 
interprets this naturally as proof that 
it is offer some extra 
compensation to induce agents to 
stress conservation of existing busi- 
ness equally with new production. 


necessary to 


Conversion Plan 


An important piece of news to come 
out of the convention was the intelli- 
gence, offered by third vice-president 
Francis M. Smith, that the company 
is working on a plan to permit indus- 
trial policies to be converted to ordi- 
nary insurance on a dated back basis 
if there is sufficient industrial insur- 
Presumably the mini- 

industrial insurance 
plan would be 


ance in force. 
mum amount of 
eligible for such a 
$1000. 

Mr. Smith pointed out, incidentally, 
that it is well to remember, in the face 
of the present trend to convert, that 
it is not always to the policyholders’ 
advantage to change from industrial 
to ordinary. Average duration of an 
industrial policy is ten years and poli- 
cies held that long have certain bene- 


fits for policyholders which it would 
not be advantageous to sacrifice by 
surrendering for an ordinary policy. 

A lively and informative picture of 
the Metropolitan’s investments was 
given by Frederick W. Ecker, vice- 
president and chief investment officer 
of the company. In an illuminating 
discourse vice-president Ecker ex- 
plained that ownership of real estate 
by foreclosure in no sense represents 
a loss, but rather a change in the type 
of asset. He explained that since the 
original loan is never more than two- 
thirds of a conservative valuation, and 
because principal is reduced by amor- 
tization payments, a wide margin of 
safety always exists. Proof is found 
in the record of the Metropolitan’s 
foreclosures during the depression 
years when, though upwards of $400,- 
000,000 of real estate had been ac- 
quired through foreclosure, $118,000,- 
000, or 27 per cent of the total, had 
been sold at an aggregate profit of 
about 8% per cent. 

The market has been opening up in 
the past three years, Mr. Ecker said, 
and the company had disposed of more 
than $100,000,000 of total holdings 
during that period. “Both gross and 
net income have _ steadily increased 
over the last three years,” he said, 
“so that we see no reason to believe 
that our experience in this depression 
will differ from that in former similar 
periods. Nevertheless, in order to be 
conservative we have taken blanket 
write-offs or set up special reserves 
against foreclosed real estate totaling 
$25,000,000.” 
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Section Meetings 


For N.A.L.U. Annual 


The various sections and confer- 
ences that will meet in connection 
with the Golden Anniversary conven- 
tion of the National Association of 
Life Underwriters in St. Louis on 
September 25-29 have already begun 
preparations for their gatherings, ac- 
cording to announcements made re- 
cently by their chairmen. Among the 
announcements showing progress in 
various arrangements are these: 

Managers’ Section—Kenney E, Wil- 
liamson, C.L.U., general agent for the 
Massachusetts Mutual Life at Peoria, 


has been appointed program chairman 
for the general agents’ and managers’ 
section meetings by Chairman Philip 
B. Hobbs of Chicago. Mr. Williamson 
is a member of the section’s executive 
committee and is noted for his out- 
standing success in recruiting college 
men. 

Women Underwriters—P rogram 
chairman for the women underwriters’ 
meeting will be Berenice Meistroff, 
agent for the Guardian Life at Kan- 
sas City, it has been announced by 
Alberta Allen of St. Louis, chairman 
of the National Committee on Women 
Underwriters. A member of the Wo- 
men’s Quarter Million Dollar Round 

















the agents will make. 


circumstances possible. 





Blazing New Trails 


+ ame the old-timers in life insurance will remember that it 
was twenty-eight vears when New England Mutual 
pioneeted Policvholder’s Month. 
June for this special service by 


company to establish such a program 


| the second largest production month of the vear. 


Now this century-old Company embarks upon a three-point 
plan that marks another great step forward. 1, During Policy- 
holder’s Month sis June, a personal letter from a Company 


officer will precede each ot the thousands of personal calls which 


2. Instead of suggesting that the member review his own policies, 
the agent himself delivers a complete analysts ot the policyholder’s 


insurance, thus obtaining interviews under the most favorable 





New Encianp Murua 
Life Insurance Company of BOSTON 


Georce Wittarp Smith, President 


In setting aside the month of 
its heldmen, it was the first 


making June eventually 


3. Additional support tor 
the feldman is provided by 
the Company's national ad 
vertising in leading publica 
tions, with a total circula 
tion ot over 8,000,000. This 
ties right in with the pro 
gram and builds up the 
agent’s prestige with policy- 
holders and worth-while 


pre spects as W ell. 








* FIRST MUTUAL LIFE INSURANCE COMPANY CHARTERED IN AMERICA 835 
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Table, Mrs. Meistroff was a speaker 
on the women’s program last year at 
Houston. 

Million Dollar Round Table — Fol- 
lowing the appointment of H. Kennedy 
Nickell, agent for the Connecticut 
General Life at Chicago, as chairman 
of arrangements for the pre-conven- 
tion outing of the Million Dollar 
Round Table at French Lick, Indiana, 
Paul C. Sanborn of Boston, round 
table chairman, has named the follow- 
ing regional heads to stimulate at- 
tendance for the outing and _ the 
group’s meeting in St. Louis: mid- 
west, Mr. Nickell far west, Ron 
Stever, Pasadena; eastern seaboard, 
William Burns, Philadelphia; New 
England, Mr. Sanborn. Chairmen for 
other sections of the country will be 
announced shortly. 

Women’s Quarter Million Tabl 
Helen Summy of St. Joseph, chair- 
man of the Women’s Quarter Million 
Dollar Round Table, has announced 
that approximately 150 questionnaires 
and application blanks have been 
mailed to women who either are or 
may become eligible for membership. 

“This is an important year in the 
history of the Women’s Round Table,” 
she continued, “because it will mark 
the first time that life memberships 
may be awarded. These will be given 
on the same basis as in the Million 
Dollar Round Table: for three con- 
secutive years’ qualification. It is 
possible that over 20 women may re- 
ceive life memberships at St. Louis.” 


International Claim Assn. 
Committees Appointed 


Committees to function during 1939 
for the International Claim Associa- 
tion were appointed recently by the 
president of the association, A. G. 
Fankhauser, chief adjuster, Conti- 
nental Casualty, Chicago. The asso- 
ciation, which is 30 years old this year, 
will hold its annual convention on 
Sept. 11-13 at the Westchester-Bilt- 
more Country Club, Rye, N. Y. 

Committee chairmen named by 
President Fankhauser are as follows: 

Executive, Daniel J. Reidy, Guard- 
ian Life; program, Godfrey M. Day, 
Connecticut General Life; entertain- 
ment, J. D. DeWitt, Travelers; mem- 
bership, Frederick T. Bernhardt, Home 
Life of New York; hotel accommoda- 
tions, T. Loyal Anderson, Federal Life, 
Chicago; legal, M. Barrett Walker, 
United States Fidelity & Guaranty; 
medical, Dr. Harry W. Dingman, Con- 
tinental Casualty; press, Charles J. 
Haight, Metropolitan Life; auditing, 
John T. Bost, Imperial Life Assur- 
ance, Toronto; lay adjusters, Harlan 
S. Don Carlos, Travelers. 
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Grahame Discusses 
Mutual Management 


Orville F’. Grahame, assistant secre- 
tary of The Guardian Life Insurance 
Company of America, in speaking on 
“Introduction to Mutuality” at. the 
June Meeting of The Association of 
Life Insurance Counsel at Hot Springs, 
Va., listed five controls over manage- 
ment of mutual life insurance: 

1. The potential voting rights of 
policyholders. 

2. The regulatory rights of insur- 
ance departments. 

3. The “voice of law.” 

4. The tradition of management, 
based on interest and work of those 
making life insurance a career. 

5. The use of directors serving as 
a public duty. 

In addition Mr. Grahame urged the 
development of the administrative law 
remedy in the insurance departments 
to take care of policyholder complaints 
and that the courts be closed to in- 
dividual policyholders’ suits as regards 
mismanagement but not as regards 
contract rights. 

He declared that these were espe- 
cially ideological times and that there 
was a need to redefine principles. It 
was found from an examination of the 
statutes that the concept of mutuality 
rested on tradition and practice and 
not upon statutory authority. 

The new New York Insurance Law 
was criticized for not providing for 
the compulsory surrender of stock un- 
der mutualization plans as is provided 
in Pennsylvania and Illinois. 

The voting privileges, as set forth 
in the statutes, were canvassed in de- 
tail together with the notice provisions 
for elections. 

In comparing the life insurance com- 
pany to the cooperative, the speaker 
said that it was not necessary that a 
life insurance company be subject to 
the control typical of a creamery. At- 
tention was called to the fact that 
mutual savings bank depositors do not 
vote. Mutual life policyholders in Eng- 
land also fail to vote in company elec- 
tions, inquiries there showed. 

As for paid directors, if they gave 
full time to the company they would 
be merely part of the management and 
if they only gave part time there would 
be a temptation for them to use their 
influence on all fronts since they would 
be under pay actively to further the 
companies they represent. 

The speaker closed by saying that 
further progress in selection and de- 
velopment of personnel, and building 
fair methods of promotion, will do 
more to insure careful management 
than a shelf of statutes or a platoon 
of political appointees. 












SELF DISCIPLINE 


A certain life underwriter, who was 
not satisfied with the progress he was 
making, decided to take himself in hand 
for a 30-day period, after which he was 
going to either make a success or quit 
the business. The program he scheduled 
for himself was: 

|. To rise not later than 7 A. M. 

2. To make his first call by 9.15. 

3. To contact no less than 12 people 
each day. 

4. To lunch every day with a prospect. 

5. To make no less than 6 evening 
appointments each week. 

6. To set up his next day's schedule 
before retiring each might. 

In 30 days he made 14 sales! That 
was two years ago. He is still in the 
business and since then has married, 
owns his own home and a car, and is 
producing enough business to enable 
him to own a fine insurance program. 

Are you, by any chance, at the cross- 
roads? Are you making satisfactory 
progress? If not, wouldn't today be a 
good time for you to take yourself in 
hand, put yourself on a self-discipline 
schedule, and begin thinking positively 
about your program? — Charles F. 
Adams in Nylic Review. 








New England Mutual 


Announces Changes 

Effective June 1, three of New Eng- 
land Mutual’s well known general 
agencies were involved in a transfer 
of leadership. In Newark, N. J., 
Thomas E. Hartmann retired from the 
active direction of the agency, but re- 
mains in an advisory capacity as asso- 
ciate general agent. 

C. Vernon Bowes, who succeeds Mr. 
Hartmann in Newark, has served as 
general agent for the company in 
Rochester, N. Y., for the last four 
years. 

William H. Beers of New England 
Mutual’s prominent New York City 
agency of Beers & Dawson, is return- 
ing to his old home at Rochester, 
where he will take over the agency 
left vacant by Mr. Bowes’ transfer to 
Newark. Mr. Beers has been in life 
insurance work for nearly forty years, 
and has a nationwide reputation in 
this field. 

C. Preston Dawson will take sole 
charge of the Beers & Dawson New 
York City general agency, which 
henceforth will bear his name alone 
and will continue to be located in the 
Empire State Building. 


N.A.L.U. Slogan Contest 


Five noted men in the field of life 
insurance have been named as mem- 
bers of the board of judges in the 
Golden Anniversary slogan contest 
being sponsored by the National Asso- 
ciation of Life Underwriters among 
its members, it has been announced 


Lawrence J. Doolin Joins | 
Fidelity Mutual Life 


Lawrence J. Doolin, who recently 
completed ten years on the staff of the 
Life Insurance Sales Research 
Bureau, will join the agency staff of 
the Fidelity Mutual Life about July 
10. His headquarters will be at Phila- 
delphia. 

Starting in life insurance in 192% 
by earning his living with a rate book, 
Mr. Doolin was later appointed a 
district manager for the Equitable in 
charge of New Hampshire. In 1929 
he joined the staff of the Research 
Bureau. Since 1933 he has been head 
of the Bureau’s consultation service, 
a member of the budget committee 
and a member of the management 
committee, governing other activities. 
During his ten years’ work with the 
Bureau, he has participated in or 
conducted much of the special service 
work of the Bureau and has been par- 
ticularly interested in training men 
for management, recruiting and con- 
servation. 

A graduate of the University of 
Vermont, he was president of the 
senior class, active in the university’s 
athletic program and president of the 
student body. His interest in educa- 
tional work still continues. He is a 
member of the Board of Trustees of 
Goddard College, Plainfield, Vermont, 
and for nearly a year has been chair- 
man of that board and a member of 
the finance committee. 

Fidelity Mutual also recently an- 
nounced another addition to its 
agency staff. Sydney S. Dunning, who 
for the past twelve years has been an 
assistant to Elliott Hall in training 
and supervision work, has moved to 
Philadelphia to accept an appointment 
as Supervisor for the Fidelity Mutual. 
He is a graduate of the New York 
University School of Life Insurance, 
but he got his life insurance earlier 
than that. His father, F. O. Dunning, 
of Plainfield, N. J., has been in the 
life insurance business for over 40 
years and is still an active and effec- 
tive producer. He too was with the 
Fidelity many years ago, joining that 
company in New Orleans in 1897. 
by Steacy E. Webster of Pittsburgh, 
chairman of the competition. 

The slogan will be introduced to the 
National Association at its Golden 
Anniversary Convention in St. Louis, 
September 23-29. A large number of 
entries has already received, dealing, 
as the rules state, with “the Associa- 
tion’s aims, principles or accomplish- 
ments during its fifty years’ service, 
in a manner designed to inspire en- 
thusiasm for future progress.” 
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~ Verdict: 


Precautions Against Undesirable Risks 


URATION of life is an uncer- 
D tain factor at all times and is 

something essentially different 
from expectancy of life. 

The condition of an applicant’s 
health is a grave consideration for 
all companies issuing life insurance 
policies and, hence, elaborate machin- 
ery has been set up to provide against 
the acceptance of undesirable risks. 


Annuity Contracts 

While precautions are taken by the 
company in this regard before issuing 
a policy of life insurance, generally 
the company is unconcerned with the 
condition of the health of a purchaser 
of an annuity contract. What then 
are the liabilities or responsibilities 
of the company where it is late: 
shown that an annuitant, because of 
early death, receives few or possibly 
no benefits from his purchase? This 
question was presented in New York 
in Davis, as Executor, etc., v. Equit- 
able Life Assurance Society, 254 
A.D. 851. 

In that case one Ellis Werner, on 
July 29, 1936, purchased from the 
defendant company for a single pre- 
mium of $10,000 an annuity contract. 
At the time of purchase the annuitant 
was 56 years of age. The contract 
contained a provision as follows: 


“The first annual annuity pay- 
ment shall be due on the twenty- 
ninth day of July, nineteen hun- 
dred and thirty-seven, if the annui- 
tant is then living. Subsequent 
payments shall be due annually 
thereafter during the lifetime of 
the annuitant, terminating with the 
last payment preceding the death 
of the annuitant. In event of the 
death of the annuitant prior to the 
due date of the first annuity pay- 
ment, no annuity payment shall be 
made under this policy nor shall 
the Society refund the considera- 
tion paid for this contract or any 
part thereof.” 


16—THE SPECTATOR, June 8, 1939 





The contract was written without 
previous medical examination by the 
defendant. The terms of the contract 
required no examination and none 
was had. It was solely on the basis 
of standard mortality tables that the 
annuity payments were computed. 
These tables disclosed that the ex- 
pectancy of life of the annuitant at 
the time the contract was issued was 
about eighteen years. He died on 
January 5, 1937, only about five 
months after the purchase of the 
contract and before he had received 
even a single annuity payment there- 
under. 


Life Expectancy 


The Executor of his estate brought 
the action to rescind the annuity con- 
tract, alleging that at the time the 
same was issued and the premium 
paid therefor, both parties believed 
the annuitant to be in normal health, 
but neither party was aware of any 
fact indicating that the annuitant’s 
life expectancy was less than the 
average eighteen years, or that he 
could not be reasonably expected to 
survive that period. It was further 
alleged that unbeknown to either 
party the annuitant at the time of the 
issuance of the contract was in fact 
suffering from an incurable cancer, 
by reason whereof his life expectancy 
was far less than the average, actu- 
ally not more than one year at the 
most; that had the existence of the 
cancer been known to the parties, the 
contract would not have been pur- 
chased or issued, and that the death 
of the annuitant on January 5, 1937, 
resulted solely from the cancer. 


No Evidence of Fraud 


The complaint was dismissed in the 
lower Court for the reason that, al- 
though proof showed that at the time 
the annuitant applied for the contract 






and received the same, both he and 
the company were wholly ignorant of 
the fact that he was then and had 
been for some time prior thereto suf- 
fering from a cancer of the lungs, 
there was no proof that the contract 
had been induced by fraud, misrepre- 
sentation or duress or that the con- 
tract actually contemplated = such 
contingency as arose. This result was 
unanimously affirmed in the Appellate 
Division and later affirmed in the 
Court of Appeals (280 N.Y. Memo- 
randa, 162), one Judge dissenting. 

In a recent similar case, Wood- 
worth, ete., v. Prudential Insurance 
Company of America (N.Y. Law 
Journal, May 26, 1939), where an ap- 
plication was made for judgment on 
the pleadings, the Court of original 
jurisdiction has distinguished the 
Davis case and refused judgment 
before trial. 

In the Woodworth case, the annuity 
contract was purchased on May 1, 
1936, by the plaintiff’s testator, who 
paid therefor the single premium of 
$100,000. The annuitant died on July 
15, 1937. The Executors brought the 
action for rescission on the ground of 
unilateral mistake by the annuitant 
as to a material fact, it being alleged 
that the annuitant at the time of the 
purchase of the contract was suffering 
from grave diseases of which he was 
then unaware and which resulted in 
his death on July 15, 1937, and that 
had he been aware of his ailments, he 
would not have purchased the contract 
or paid the consideration therefor. 

After holding that “an annuity 
contract is no more sacred than any 
other contract,” the Court stated: 

“If execution of the contract was 
induced by unilateral mistake on 
the part of the annuitant and with- 
out negligence on his part as to a 
material fact resulting in unjust 
enrichment to the company, the 
contract will be rescinded and the 
parties restored to status quo pro- 
vided no prejudice result to the 
company as a result of change of 
position. * = ihn lh alll 

Accepting as a legal conclusion 
that “misapprehension as to an exist- 
ing physical condition constitutes a 
mistake of fact,” the Court stated: 

“Manifestly, the anuuitant’s 
physical condition at the time of 
the purchase of the annuity was an 
element material to the transac- 
tion. It vitally affected the very 
substance of the thing contracted 
for. What the annuitant was pur- 
chasing was a quarter-annual an- 
nuity of $1,571, payable only so 
long as he lived. If he died, not 
only would the payments cease, 
but his own $100,000 would be 
forfeited to the defendant. In 
brief, the annuitant’s benefits un- 
der this contract were dependent 
upon the duration of his life, and 
therefore his then condition of 
health went to the essence of the 
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very object in view. It was a ma- 
terial fact intrinsic to the contract. 

“Moreover, the materiality of an 
annuitant’s state of health in rela- 
tion to an annuity contract is ap- 
parent from the fact that the con- 
sideration for the contract and the 
amount of each annuity install- 
ment are computed upon the basis 
of average life expectancy as dis- 
closed by Standard Mortality 
Tables. It is futile to argue that 
health is immaterial to a contract 
founded upon considerations of 
life expectancy. 

“In the final analysis there is no 
distinction between an annuity con- 
tract and a life insurance contract 
as respects this question of mate- 
riality. The health of an annuitant 
affects the substance of an annuity 
contract as materially as the health 
of an assured affects the substance 
of a life insurance contract. The 
only difference between the two 
contracts is that in the case of in- 
surance the liability of the com- 
pany accrues upon death, whereas 
in the case of annuity it ceases 
upon death. In either case death 
determines the contract. In either 
ease the consideration or premium 
for the contract is computed upon 
the basis of Standard Mortality 
Tables. In the case of insurance 
the company is the one interested 
in knowing that the health of the 
assured is normal and before en- 
tering into the contract, will usu- 
ally take the precaution of a 
medical examination and select its 
risks. The premium, however, is 
still computed upon the basis of 
average life expectancy as disclosed 
by Standard Mortality Tables. In 
the case of an annuity, the annui- 
tant is the one who is interested 
and if he is cautious will usually 
first obtain his own medical exam- 
ination. But in both contracts 
death is the contingency provided 
for. In both cases, death is the fac- 
tor which ultimately determines 
the contract. The occurrence of 
that contingency merely affects the 
parties in each case conversely. 

“In the case of insurance, death 
results in the loss to the company. 
In the case of annuity, death re- 
sults in the loss to the annuitant. 
But the inherent nature of the con- 
tract is in both cases the same.” 


The followed its indicated 
trend of reasoning by an analysis of 


Court 


the theory underlying actions brought 
by life insurance companies to avoid 
policies previously issued upon the 
ground that the state of health of the 


applicant had been misrepresented 
and stated that no different theory 
would apply to an annuity contract 
merely because the loss upon death 


was that of the annuitant rather than 
the company. 
Court 


In this connection, the 
reasoned thus: 


“The probable duration of the 
life of the annuitant with equal 
force bears upon the risk to be 
taken by the annuitant, and in that 
connection the condition of his 
hea'th is equally material. 

“If the annuitant had applied 
for an insurance policy instead of 
an annuity contract, he would have 


been required to file application 
containing representations as to his 
then state of health. Suppose in 
such case the annuitant had stated 
in his application that he was not 
suffering from any constitutional 
disease as he then actually believed 
the fact to be. Suppose the com- 
pany issued the policy relying upon 
that representation. Suppose the 
annuitant then died from a pre- 
existing disease within the short 
period disclosed by the complaint, 
and the company then ascertained 
that the annuitant had had the dis- 
ease when the policy was written. 
In that case there would be no lia- 
bility on the part of the company. 
The company could void the pol- 
icy on the ground of misrepresen- 
tation as to a material fact even 
though such misrepresentation was 
innocently made. * * * * * ” 


Having expressed itself thus, 


the 


Court proceeded to reconcile “misrep- 


resentation” with “mistake.” Such 
reconciliation is effected so: 
“True it is that in the cited 


cases involving insurance policies, 
the basis for avoidance was misrep- 
resentation as to a material fact, 
while here the basis urged is mis- 
take as to a material fact. But in 
the final analysis, what is a mis- 
representation, except a mistake, 
especially if it be innocent? ‘Fraud 
and Mistake as grounds of relief 
are alike founded on ignorance. 
There can be no mistake where 
there is no ignorance; there can 
be no fraud where there is no mis- 
take’ * * * ‘Fraud works legal con- 
sequences because it induces mis- 
take on the part of the person 
defrauded; an honest misrepresen- 
tation, when it produces legal con- 
sequence, does so for the same 
reason. Therefore the term mis- 
take might well be used inclusively 
to cover all kinds of mental error. 
however induced.” ilies 


“It follows therefore that the 


same doctrine which impels the 
court to avoid an insurance policy 
at the behest of the company, upon 
the ground of innocent misrepre- 
sentation, as to a material fact, 
must impel the court here to avoid 
the annuity contract, at the behest 
of the annuitant, or his representa- 
tive, upon the ground of mistake 
(equally innocent) as to the same 
material fact. ‘As occasions for the 
exercise of equitable jurisdiction 
and for the granting of equitable 
relief, fraud and mistake stand 
upon exactly the same footing; 
their effects upon the rights of the 
injured party are the same; the 
necessity which they create for re- 
lief is the same; * * * . 

“The court is not unmindful of 
the fact that because the considera- 
tion for the contract was computed 
upon the basis of average expec- 
tancy of life as disclosed by Stand- 
ard Mortality Tables, it was prima 
facie fair and adequate. Never- 
theless, if the facts alleged in this 
complaint are established by proof 
upon the trial, the presumption of 
adequacy would be overcome and a 
showing made of gross inadequacy 
of consideration on the part of the 
defendant. And while generally 
mere inadequacy of consideration 
is insufficient, to avoid a contract. 
the rule is, that if it is so gross as 
to offend the conscience of the 
court or if it is coupled with mis- 
take or fraud. relief will be 


* * 


granted. * ‘ 


The refusal of the Court to dismiss 
the complaint is in direct conflict with 
the actions in the U. S. District Court 
the Southern District of New 
York where complaints in similar ac- 
tions by the same plaintiff, but 
against different companies, had been 
dismissed. It remains to be seen 
whether the Court of Appeals will 
accept this distinction of its determi- 
nation in the Davis 


for 


case. 
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Bulk of Sales Go to 


Known Prospects 


“It seems to me that if the normal 
condition in the sale of life insurance 
is a prospect who doesn’t yet know 
he wants to buy, then many of the 
things we have previously considered 
as closing arguments, many of the 
motivating stories we have related to 
the close, could very well be brought 
into the sales interview in the early 
part of our contact with the prospect 
when we are not trying to sell him 


anything, while his mind is open.” 


This idea was advanced as a timely 
conception of the selling process by 
James H. Eteson, assistant superin- 
tendent of agencies of the State 
Mutual Life, before the annual sales 
congress of the San Francisco Life 


Underwriters’ Association. 


Sources of Sales 


Recent investigations by various 
organizations have determined, Mr. 
Eteson said, that 80 per cent of life 
insurance sales are made to people 
known by the agent for more than a 
year; and 90 per cent to persons 


known some time before the first con 


tact. “Yet,” he added, “the same 
studies indicate that 54 per cent of 
business is sold to new prospects. The 


ynly explanation for the apparent 


conflict between these two estab- 


lished facts is that a new prospect is 
not only a person known, but a hither- 
to unknown circumstance about that 
person. 

“That,” he added, “is the signpost 
on prospecting.” Agents must con- 
stantly increase their base reservoir 
of people they know, and develop 
their individualities through develop- 
ing the art of meeting people. There 
is little place in the life insurance 
business, he said, for a man whom 
people will like less as they get to 
know him better. 

Naming the first interview as thé 
place in which the agent is condition- 
ing the prospect to buy, Mr. Eteson 
said that the closing interview is as 
much as possible a simple question of 
“how much?” 

“The normal situation at the be- 
ginning of the sales process,” he 
added, “is a salesman intent on mak- 
ing a sale and a prospect who doesn’t 
yet know that he wants to buy.” 


Information Essential to 


Every Sale 


In conditioning the prospect to buy, 
two important aspects must be con- 
sidered. 


First, it is necessary both 
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-Prospecting 


to know something of the prospect’s 
situation before we go to the inter- 
view, and to plan the interview to 
get the rest we need to know: his 
family situation; income; present in- 
surance; its arrangement; what he 
wants the insurance to do; how much 
he knows about the use to which in- 
surance can be put. 

The second aspect, Mr. Eteson 
held, is giving the prospect certain 
information while his mind is open to 
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California’s great World Fair. 
the GOLDEN GATE INTERNA- 
TIONAL EXPOSITION, plus 
the SACRAMENTO - GOLDEN 
EMPIRE CENTENNIAL, cele- 
brating the 100th birthday of our 
Home Office City, brings forth 
the GOLDEN WEST PRODUC- 
TIVE PERIOD POLICY, a 
streamlined form of life insurance 
providing a maximum amount of 
level premium protection when 
the need of the average man is 
greatest-——during the Productive 
Period. 


It's part of the Perfect Circle 
of Personal Insurance Services 
offered by California-Western 
States Life, a cirele that serves 
every family purpose. 


The new GOLDEN WEST PRO- 
DUCTIVE PERIOD POLICY 
has been so designed that the 
premium during the usual pro- 
ductive years of life to age 65 is 
considerably less than the rate 
for an Ordinary Life policy. 


At the end of the Productive 
Period, the policy provides five 
attractive options, one of which 
will meet the insured’s need at 
that time. 


It’s an ideal plan for the man 
who wants great protection for 
the growing-up years of his fam- 
ily. And it’s an ideal product for 
the salesman who wants to give 
his clients the most protection 
for their money. 
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ideas. “One characteristic of effec- 
tive salesmen,” he sa:d, “is that the) 
try to get over as many sales ideas 
as they can before the buyer feels 
any pressure of an attempt to sell. 

“We increase our effectiveness in 
the use of closing ideas,’ he added, 
“if we introduce them in the early 
part of a conversational dis¢ussion 
when we’re not trying to sell the 
prospect anything. And nothing in 
the selling signpost violates the prin- 
ciple which says we should close at 
the first favorable opportunity. Nor 
do we have to forget the things we 
know now to adopt this conception 
of conditioning interviews.” 

Mr. Eteson’s third and concluding 
“Signpost” was Planning, about which 
he said, “Our business more than 
most businesses gives us the oppor 
tunity to enjoy the liberties of self- 
directed action and the increased in- 
come that sound planning can devel- 
op. The signpost to more efficient 
work is this: we have to do ou 
planning ourselves. It should include 
contacting to increase our reservoir 
of prospects; meeting new people in 
a way favorable to us; new calls for 
appointments to conditioning inter- 
views; and a liberal sprinkling of 
such interviews in which we sell a 
man an idea so that he will buy life 
insurance from us.” 


There’s Always Business 
For Someone 


‘Business is always good for some 
one,” remarks the John Hancock 
“Signature” in announcing the recent 
Group policies issued by the John 
Hancock Mutual Life Insurance Com- 
pany. 

“Good prospects for Group,” it was 
suggested, “are the following types of 
concerns recently insured under John 
Hancock Group Policies, which might 
be said to represent a minor cross 
section of American industry: leather 
and woolen distributors, food markets, 
printers, scissor manufacturers, ma- 
chinery manufacturers, furniture fac- 
tories, airplane motor manufacturers. 
automobile dealers, steel and iron 
works, hotel operators, retail clothiers. 
jewelry manufacturers, meat packers, 
bakers, motion picture producers, 
manufacturers of optical glass, manu- 
facturers of tiling and building 
blocks.” 
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Small Income Earners 
Still Important 


“Raising the Sights of the Average 
Producer” was the subject dealt with 
by H. B. Berwick, supervisor of field 
service of the Manufacturers Life 
before the monthly luncheon of the 
Pittsburgh Supervisors Club. In the 
course of his remarks he said: “From 
the standpoint of agency building 
there is immeasurably more to be 
gained by elevating the man who gets 
between $50,000 and $75,000 to the 
point where he does $100,000 of busi- 
ness and by raising the $100,000 man 
to $150,000 than by raising the quar- 
ter million producer to half a million 
and the half million dollar man to a 
million. The great bulk of the $110 
billions of life insurance in force in 
this country has been produced by 
average underwriters and is on the 
lives of people in the smaller income 
brackets. These average underwriters, 
for the most part, are conscientious 
in their desire to succeed. They are 
closing a fair number of cases but 
in the main for small lump sums of 
$1,000, $1,500, $2,000, $2,500, ete. 

“It is a simple matter to say that 
the solution for these men is to raise 
the average size of their sales but 
one must consider also the situations 
of the people to whom they are sell- 
ing. It is a fact that 80 per cent of 
the incomes in the United States are 
less than $2,000 and these are the 
prospects to whom our average under- 
writers are selling. The fact is that 
they are not able to purchase elabor- 
ate programmes nor can they buy 
insurance in substantially greater 
units than at present. 

“The problem then is to give these 
underwriters something which will 
improve their selling habits and bet- 
ter their presentation and at the same 
time something which will have suffi- 
cient appeal to the average prospect 
to break down his habit of buying the 
minimum unit. Obviously, the only 
programme possible for the small 
prospect is one which will provide: 
(a)—a sufficient amount of cash at 
his death to enable him to die at pa: 
with the world and (b)—a minimum 
income for his family as long as his 
particular means permit. 

“There is ample evidence that 
simple income selling is to a large 
extent the answer to the problem of 
the average producer in life insurance. 
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Too much concern, too much emphasis 
on mere results and on the necessity 
of earning a living income are not 
going to solve the problem.” 


Time Control Makes 
Selling Easier 

Jason E. Stone, Jr., State Mutual 
Life field assistant, talked on Time 
Control before the Life Underwriters’ 
Association of Central Massachusetts. 
Considering time control not only as 
planning, but also as record keeping, 
Mr. Stone said, “Your activity should 
be recorded against plans. Don’t just 
record activity.” 

Salesmen, he said, are not lazy 
when they want to achieve their aims 
the easiest way. They are using sound 
judgment. Time control is the answer, 
the easy way for the salesman to 
know his capabilities and limitations. 


To get results, information on work 
habits is needed. “If we keep records 
accurately for a year,” Mr. Stone 
stated, “we can sit down on the next 
January 1 and plan an income for 
ourselves based on our capabilities; 
based on something we know is pos- 
sible.” 

Citing the experience of one State 
Mutual underwriter who, after vainly 
trying to increase his production 
haphazardly, was put on a planning- 
recording basis which showed his 
weakness, Mr. Stone added that this 
man, simply by rearrangement of his 
routine, tripled his production in a 
year. Mr. Stone also cited figures 
from the records obtained by the San- 
francisco Quarter Million Dollar 
Round Table, showing that member 
producers worked by strict plans on 
yearly, monthly, weekly activity, us- 
ing a volume and work quota. 

The natural way to plan, he said, 
is on the basis of your prospect 
records; the age-change file; alpha- 
betical prospect file; deferred action 
section; names of prospects not yet 
seen. The procedure that suggests it- 
self is to list all names to call on for 
a month, laying out a skeleton for 
geographical distribution to save time. 
Plan on a week of five days, saving 
Saturday morning for planning. Lay 
out each day so that the quota, based 
on the demonstrated capability radio, 
is accomplished. And plan for more 
activity than is needed. The resultant 
records, he concluded, are easy to 
analyze for faults; they will, for in- 
stance, forecast dry spells which can 
accordingly be avoided. 
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DIvIDEND ScALE—CONTINENTAL AMERICAN 
Lire INSURANCE Co., WILMINGTON, DEL. 


The 1939 dividend scale of the Continental American Life Co., Wil- 








mington, Delaware, shows a general decrease compared with the 1938 
dividend scale. 

The rate of interest payable in 1938 on proceeds of policies was 334% 
but was reduced to 3'/2% in 1939, but the interest on dividends of 3'!/2% 
remains the same. 

Illustrated Dividends per $1000—American 3% Reserve 
PREFERRED ORDINARY LIFE 
Dividend at = — Age at Issue - 

End of Year 25 30 35 40 45 50 
Premium ......... $16.75 $19.29 $22.56 $26.86 $32.60 $40.43 
D sbacuabedetaseveoussceeus ° os : ' 
2 1.00 1.00 1.00 1.00 1.00 1.00 
DM sbbveerntewce cus 1.00 1.00 1.02 1.03 1.05 1.07 
S weedtcasddses 1.10 1.10 1.13 1.14 1.18 1.21 
5 1.22 1.25 1.28 1.31 1.36 1.42 
DP . spacheauscacaveee 1.88 1.96 2.06 2.17 2.31 2.49 
my eetenesceuwesess 2.57 2.70 2.86 3.04 3.27 3.56 
20 oebeececes hows 2.97 3.14 3.36 3.62 3.94 4.33 
Total dividends, 10 years 12.39 12.70 13.14 13.60 14.24 15.00 
Total dividends, 20 years 38.01 39.63 41.74 44.15 17.20 50.90 
ENDOWMENT AT 85 

Dividend at — Age at Issue 
End of Year 25 30 35 40 45 50 
Premium ‘ $19.02 $21.59 $24.91 $29.25 $35.10 $43.07 
B ceveccoesesecs ee ae és oe ee 
2 1.00 1.00 1.00 1.00 1.00 
3 , , rr 1.00 1.00 1.00 1.00 1.00 
4 e« ; 1.09 1.12 1.14 1.17 1.20 
5 ‘ 1.32 1.36 1.41 1.46 1.52 
10 géee 2.46 2.62 2.74 2.89 3.07 
15 , . ‘ ‘ 3.61 3.90 4.10 4.33 4.62 
20 ‘ ¥s ‘ 4.12 4.53 4.80 5.13 5.52 
Total dividends, 10 years 14.39 15.07 15.57 16.20 16.95 
Total dividends, 20 years 50.01 53.71 56.24 59.33 63.13 
PREFERRED 20 PAYMENT LIFE 
Dividend at Age at Issue 
End of Year 30 35 40 45 50 
Premium ; $29.81 $32.93 $36.79 $41.73 $48.27 
1 
2 1.74 1.74 1.75 1.75 1.77 
a 1.80 1.81 1.82 1.84 1.36 
4 1.86 1.88 1.90 1.92 1.94 
5 1.99 2.02 2.06 2.10 2.14 
10 2.66 2.75 2.85 2.97 3.11 
15 3.38 3.53 3.70 3.90 1.13 
20 2 4.08 4.30 4.55 1.8 5.16 
Total dividends, 10 years 19.35 19.72 20.18 20.69 21.28 
Total dividends. 20 years 53.78 55.75 58.04 60.60 63.57 
‘ °f.9 unde. in addition to the presen 
Great West Life’s present 


New Premium Rates 

The Great West Life Assurance of 
Winnipeg announces premium 
rates and premium schedules, effec- 
tive July 1, 1939, according to infor- 
mation received from H. W. Manning, 
Manager, and F. D. MacCharles, 
General Manager and Actuary, who 
have this to say about the changes: 
“For the past five years we have been 
operating on a very low scale of par- 
ticipating premium rates, based on 
3% per cent reserve. We have 
decided, in common with the 
already taken by a number of other 
companies, to change these premiums 
to a 3 per cent reserve basis, resulting 


new 


now 
action 


practically in all instances in higher 
premiums and cash values alike. 

At the present time an entirely 
new form of policy contract will be 
issued. This will be slightly smaller 
in size than the past policy contract 
and the most important change is in 
the settlement option clause where- 
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installment income and period income 
with interest at 3 
per cent Monthly Life Income Guar- 
anty, 10-15-20 years, and a Refund 
Annuity included. A Joint 
Life and Last Survivorship Life An- 
nuity 
upon request as an 
the policy. All income settlement in- 
life contingency will be 
3 per cent annuity table. 
which will 


certain options 


will be 


Option will also be available 


endorsement to 


volving a 
based on a 

A new dividend 
take into account the prevailing rate 
of interest and which will also give 
effect to our very favorable mortality 
operating figures, will 
effective July 1, 1939. As 
compared with our present scale the 


scale, 


and expense 


become 


proposed revision will, in general, re- 


sult in large dividends during the 
early policy years and smaller rates 
during the latter policy years. This 


new apportionment will result in a 
distribution under 
The interest 


accumulated 


more equitable 
rate 


divi- 


present conditions. 


will be allowed on 

























dends and on proceeds of policies will 
remain at 3% per cent.” 

The company 
tain adjustments in the present regu- 
lations regarding contracts 
and in the application of some phases 
of the contracts, all tending toward 
liberalization. 


also announces cer- 


agents’ 


United Life and Accident 
New Juvenile Rates 

The United Life and Accident In- 
surance Company of Concord, New 
Hampshire, announces that there will 
be a reduction of about $2.00 per 
$1,000 in their annual juvenile pre- 
This reduction in 
possible only by 


mium = rates. 
premium 
increasing the average size of their 
These new premium 


rates is 


juvenile policy. 
rates will apply to all policies dating 
on or after May 22, 1939. The com- 
pany will not issue juvenile policies 
(or adult policies) for an amount less 
than $1,000 after the effective 
of these new premium rates. 


date 


Sun Life’s Family 
Protective Policy 
The Sun Life Assurance Company 
of Canada has made certain additions 


to the standard plan known as the 
Family Protective and Retirement 
Policy. These changes pertain to in- 


creasing protection for the family, 
and a means of providing an income 
for the policyholder himself. 

The Family Protection 
imilar to the Family Income Benefit, 
but in the event of death within the 
Family Protection period, a $1,000 pol- 
payment at 
of $250, 


feature Is 


icy provides for cash 
death (a “Clean Up” Fund) 
a monthly income of $12.50 (i. e. 15% 
per annum of the Sum Assured) until 
the end of the Family Protection pe- 
riod and then a final payment of $750. 

This policy may be 
Family Protection period of 10, 15, 20 
or 25 years, according to the age at 
the table of 
premium for the 


issued with a 


issue shown in rates. 


The 


Fam'ly Protection Benefit is payable 


additional 
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during the Family Protection period. 
At the end of this time if the policy- 
holder does not desire to change the 
policy to a Retirement Income or 
Endowment - Assurance Policy, the 
premium for the policy automatically 
reduces to that for an Ordinary Life 
Annual Dividend policy for the sum 
assured. 

At the date of completion of the 
Family Protective Period, provided all 
premiums have been paid, instead of 
continuing the policy as an Ordinary 
Life the policyholder may elect to 
change it to a Retirement Income 
Policy providing for either a Deferred 
Annuity or an Immediate Annuity or 
for a Endowment- 
Assurance 


participating 


Retirement Option 


The Retirement Option of the Fam- 
ily Protection period may be exercised 
if the assured has not reached age 65 
nearest birthday, and the exchange 
Deferred Retire- 
Income Policy. This plan may 
be written to provide for a monthly 


may be made to a 


ment 


annuity payable for life and guaran- 
for a fixed period 
on the policy 


teed in any event 


of 10 years beginning 
anniversary on which the assured is 
aged 65 nearest birthday. The policy 
will include the option of a monthly 
annuity for life beginning at any age 
from 60 to 65 and a fixed or guaran- 
fixed for 10, 15 
or 20 years, as may be desired. 

The cash Retirement 
Income Policy will always be greater 
than the cash value of the original 
policy at the 


teed period may be 


value of the 


date of exchange. A 
death benefit will also be provided to 
amount to at least equal its cash value 
and never less than the cash value of 
the original policy at the date of ex- 
change plus the 
premiums paid. 


sum of subsequent 


Retirement Income 
Policy may be had if the assured is 
aged 60 or over on the date of com- 
pletion of the Family Protection Pe- 
riod. This 


The Immediate 


plan will provide for 





throughout the scale. 


Dividend at — 








DIVIDEND SCALE—SCRANTON LIFE INSURANCE 
CoMPANY, SCRANTON, PA. 


The 1939 dividend scale of the Scranton Life Insurance Co., Scranton, 
Pa., shows a general reduction from the 1938 scale. Dividends for the 
first year have been discontinued on the Ordinary Life Liberator and the 
20 Payment Life Liberator. The average annual net cost of an Ordinary 
Life Liberator acquired at age 25 at the end of a 20 year period was $4.39 
in 1938 compared with $3.96 in 1939. The changes are proportionate 


Illustrated Dividends per $1000—American 3'/2% Reserve 
ORDINARY LIFE LIBERATOR 


Dividend at 7 -Age at Issue——-———_——__—_,, 

End of Year 25 30 35 40 45 50 55 60 
Premium 7+ .$15.98 $18.18 $21.05 $24.86 $30.01 $37.09 $46.84 $60.42 
reer wei ais - _ 62 os ee ose 
2 1.22 1.28 1.37 1.50 1.73 2.16 2. 4.23 
3 1.27 1.29 1.38 1.53 1.78 2.26 3. 4.46 
4 1.24 1.3 1.41 1.56 1.85 2.36 3.2: 4.70 
E. basaeckodeeeatua 1.26 1.33 1.43 1.60 1.91 2.48 3.4% 4.95 
10 1.33 1.42 1.58 1.86 2.36 3.16 4.42 6.35 
15 1.42 1.57 1.81 2.27 2.97 4.03 5.61 7.78 
20 ess ‘a 1.55 1.79 2.20 2.83 3.75 5.08 6.83 8.95 
Total dividends, 10 years. 11.42 12.11 13.15 14.91 18.11 23.63 32.73 47.22 
Total dividends, 20 years. 25.74 28.09 31.90 38.33 48.80 65.21 90.14 125.81 

20 PAYMENT LIFE LIBERATOR 

Dividend at “= Age at Issue - 

End of Year 25 30 35 40 45 50 55 60 
Premium vas $24.86 $27.32 $30.33 $34.09 $38.94 $45.38 $54.18 $66.61 
2 1.22 1.28 1.37 1.50 2.16 2.93 4.32 
3 1.23 1.29 1.39 1.52 2.24 3.07 4.44 
4 1.25 1.30 1.40 1.56 2.34 3.21 4.66 
5 ; 1.25 1.32 1.42 1.59 2.44 3.37 4.88 
10 1.31 1.41 1.55 1.79 2.97 4.13 6.00 
15 1.39 1.50 1.69 2.04 3.38 4.63 6.48 
ee ts 1.45 1.61 1.84 2.17 3.09 3.60 4.02 
Total dividends, 10 years. 11.39 12.06 13.05 14.68 22.95 31.73 46.01 
Total dividends, 20 years. 25.29 27.18 30.16 35.10 55.72 75.32 105.15 


20 YEAR ENDOWMENT 


End of Year 25 30 35 40 45 50 55 60 
Premium .$46.88 $47.68 $48.84 $50.64 $53.59 $58.45 $66.31 $78.87 
| 
2 1.91 2.01 2.16 2.36 2.66 3.11 3.79 
3 2.20 2.31 2.48 2.71 3.06 3.58 4.36 
i 2.75 2.89 3.10 3.39 3.83 4.48 5.45 
5 3.43 3.62 3.87 4.25 4.80 5.61 6.82 
10 6.41 6.77 7.27 7.99 9.05 10.60 12.91 
15 7.68 8.05 8.56 9.30 10.40 12.01 14.41 
20 : , _ 8.11 8.48 8.39 9.74 10.84 12.46 14.88 
Total dividends, 10 years. 37.84 40.08 43.26 47.66 54.20 63.68 177.77 
Total dividends, 20 years.110.15 114.63 120.57 128.84 140.70 158.20 183.80 221.98 








Age at Issue — 








monthly annuity payable for life and 
guaranteed in any event for a fixed 
period of 10, 15 or 20 years, beginning 
on date of the completion of the Fam- 
ily Protection Period. 

The amount of the Monthly Annu- 
ity is calculated by converting the 
cash value (less any indebtedness) of 
the original Family Protection and 
Retirement policy, at the date of ex- 
change, in accordance with Option 3. 

If the insured is under age 65 near- 
est birthday at the end of the Family 
Protection Period he may exchange 
his policy for a participating Endow- 
ment-Assurance policy providing for 
payment of a stipulated sum at ma- 
turity or at prior death. 





RATES 
Family Protection Period 
10 20 95 

Year Year 
20 $21.85 $23.75 $27.15 
25 24.25 26.20 30.15 
20 : 27.35 29.60 34.60 
a5 $1.50 $4.20 37.65 41.35 
10 37.35 41.15 45.90 51.38 
15 45.50 51.00 57.95 
50 56.75 65.00 
55 72.65 





Great Northwest Life 

A Junior Endowment at 60 has 
been added to the policies issued by 
the Great Northwest Life of Spokane, 
Wash. The following are the rates: 


Non Par Premiums per $1,000 


Age at Age at 

Issue Issue 
0 . $14.35 & $14.49 
1 14.06 9 14.65 
2 14.03 10 14,82 
5 14.07 11 15.01 
4 14.12 12 15.21 
5) 14.20 13 15.43 
6 14.26 14 15.67 
7 14.36 


With the Junior Endowment at age 
60, the death benefit is as follows: 


Age at Ist 2nd 3rd 4th 5th 6th 
Issue Year Year Year Year Year Year 
Under 

6 mos $100 $200 $300 $500 $700 $1,000 
1 year 200 30 500 700 1,000 : 
2 years. 300 500 700 1,000 
3 years 50 700 1,000 
4 years 700 1,000 
> years 1,000. ° 


A new policy form has been filed 
with the Minnevota Insurance Depart- 
ment by the Northwestern National 
Life, covering interest rate charges. 
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Accident & Health 


Each Application Cailed 
Potential Claim 


Accident and health insurance is 
human insurance and no other form 
so intimately associates itself with the 
individual, declared G. A. L’Estrange, 
Wisconsin National Life, who spoke 
on “Agents and Claims” at the recent 
annual convention of the Health & 
Accident Underwriters Conference at 
Boston. It is because of this fact that 
it is essential to give full appreciation 
and understanding to the realization 
that each new application is a poten- 
tial claim. 

“The agent is the link between the 
policyholder and the company,” con- 
tinued Mr. L’Estrange, “The impor- 
tance of his position is universally 
recognized and most companies have 
been making an earnest endeavor to 
improve the relationship that should 
exist between them and their clients. 
In past years it has been frequently 
said that there was too much mis- 
understanding in connection with the 
accident and health business. It has 
long been my contention that the 


major portion of this so-called ‘grief’ 


is directly chargeable and controllable 
by the writing agent. 


Contract Initiated 


“Often too little time is given by 
him to a realization of the fact that 
he is initiating a contract when com- 
pleting an application, resulting in 
carelessness in completing it, and, in 
fact, assisting the applicant to mis- 
represent by that very carelessness. 
In all too many cases there has been 
deliberate effort on his part to get the 
application under any circumstances 
and let the claim department assume 
the responsibility when disability oc- 
curs. 

“None of this is beneficial to the 
reputation of individual companies 
nor to the accident and health busi- 
ness as a whole. Failure on the part 
of the agent to recognize this rela- 
tionship hinders us from rendering 
that high type of service that is ex- 
pected and deserved by the claimant 
and desired by the company. 

“The initial contact between the 
agent and applicant is by far the most 
important one, because, as_ stated 
above, the latter is always a potential 
claimant. For this reason it is the 
duty of companies to see that agents 
are properly trained in the funda- 
mentals of good underwriting and 
knowledge of policy contracts. This 
being done, it can gradually be im- 
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Departmental 


pressed upon agents that the less they 
have to do with claims and claim 
settlements, the more satisfactory ser- 
vice can be rendered to claimants.” 


Medical 


Modern Medicine Helps 
Unfit to Survive 

Modern sanitation and medicine 
have acted to nullify to some extent 
the law of the survival of the fittest, 
with the result that large numbers of 
constitutionally defective children who 
would otherwise have died now reach 
manhood and are prone to early death 
from heart, blood and kidney diseases, 
Dr. Samuel B. Scholz, medical direc- 
tor of the Penn Mutual Life, told the 
International Life Insurance Medical 
Congress at its recent session in Paris. 

Dr. Scholz, a vice-president of the 
congress whose membership includes 
physicians specializing in life insur- 





Dr. Samuel B. Scholz 


ance medicine throughout the world, 
presented a paper on “Notes on Ar- 
terial Hypertension from an American 
Life Insurance Standpoint.” In the 
United States, he stated, there are at 
all times in excess of 1,000,000 people 
hospitalized or incapacitated because 
of heart disease, and that the cost of 
medical care incident to heart and 
blood vessel diseases is estimated to 


be in excess of $60,000,000 a year 

The death rate from heart and 
blood vessel diseases is increasing and 
is higher for the United States than 
for other nations. An important in- 
fluence in the high U. S. death rate 
from these diseases is the tempo of 
American life, according to Dr. Scholz. 
In 1937 ten of the larger representa- 
tive American life insurance com- 
panies averaged 41.4 per cent of their 
total death claims from diseases of 
the heart and arteries. 

The International Life Insurance 
Medical Congress meets every three 
years to discuss developments in the 
medical conditions most frequently en- 
countered in life insurance medicine. 
Prominent physicians of England, 
France, Germany, Italy, the United 
States, Belgium, Sweden and Spain 
were among the speakers. 


Advertising 


Life Business Needs More 
Institutional Ads 


Institutional advertising of life in- 
surance is no longer an experiment— 
it has been tried and found successful, 
said E. E. Kirkpatrick, superintendent 
of agencies, Ohio National! Life, at the 
recent North Central Round Table 
meeting of the Life Advertisers Asso- 
ciation, Excelsior Springs, Mo. This 
co-operative effort, however, has not 
gone far enough, in his opinion, 
though it has been used in isolated 
instances by a number of companies 
in this country which have advertised 
in magazines and once a year there 
is an effort to bring life insurance to 
the attention of the public through the 
medium of the press during Life In- 
surance Week. 

Through institutional advertising, 
continued Mr. Kirkpatrick, a story of 
the wonderful benefits of life insur- 
ance can be told without emphasizing 
a selfish motive, and simple and truth- 
ful advertising of this type has been 
found beneficial. 

“An institutional advertising cam- 
paign,” he declared, “can be carried 
out without any company abandoning 
individual advertising if the company 
wishes to conduct a campaign. In 
Canada an institutional advertising 
campaign has been in operation for 
eighteen years. 
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Digest 


“The general purpose of individual 
company advertising campaigns is to 
set out the advantages of policies 
issued by the company and to build 
prestige for the company and its sales- 
men. The institutional campaign is 
intended to inform the public as to 
the advantages and service of life in- 
surance and also create prestige for 
the life insurance salesman regardless 
of the company he may represent.” 

Quoting from The Spectator Year 
Book, Mr. Kirkpatrick said that the 
insurance reserve held by 308 life in- 
surance companies, as of December 31, 
1937, was over twenty-one billion dol- 
lars, with over one hundred and 
twenty-four million policies in force, 
for a total of one hundred nine billion 
dollars of insurance. 

“When the American public,” he 
continued, “get the picture that the 
institution of life insurance is com- 
posed of over twenty-four billion dol- 
lars of the savings of nearly one hun- 
dred million of its citizens, and that 
through the system these one hundred 
million citizens have built up a con- 
tingent fund of over one hundred bil- 
lion dollars available at death, dema- 
gogues and adverse critics will have 


” 


no audience. 


Management 


General Agent’s Job Has 
Changed Decisively 

In former days the job of a general 
agent was a relatively simple one, his 
chief function then being to produce 
personal business, said Chester O. 
Fischer, vice-president, Massachusetts 
Mutual, who was guest speaker at the 
recent breakfast meeting of the Okla- 
homa City Managers and General 
Agents Association. There was little 
business on the books then, so the 
matter of servicing and the building 
of an office organization to handle de- 
tail was of minor importance. 

Beginning about 1890, Mr. Fischer 
continued, a change took place. The 
general agent began to regard his job 
as an agency builder as of primary 
importance, with the personal produc- 
tion feature a secondary matter. That 
concept continued with increasing 
momentum until about 1930, but today, 
while the general agent continues to 
regard it as of primary importance, 











Greatest Cooperative 
Enterprise 
Ty May issue of Good Housekeep- 


ing magazine, in an editorial on life 
insurance, sums up the situation very 
neatly. After sketching the varied pur- 
poses for which the sixty-odd million life 
insurance policies are carried, with their 
valuation of approximately one hundred 
and ten billion dollars, the editorial con- 
tinues: 

"In other words, the people of this 
country believe in life insurance. They 
believe in it because, except in isolated 
instances, it has not failed them. It is 
the greatest co-operative enterprise the 
world has ever known, and all who take 
part in it share in its benefits in propor- 
tion to the amounts they have invested. 

"The $1,000 policy carries the same 
premium rate as the large one, and the 
same terms of payment, within reason- 
able limits, can be arranged for both. 
It is perhaps the most completely demo- 
cratic form of investment, for protection 
and for income, that has yet been de- 
vised. It has proved its value through 
several generations, in times of pros- 
perity, in times of financial distress, for 
those of small means as well as for the 
well-to-do. Billions of dollars were loaned 
on policies during the first years of the 
depression—those policies being almost 
the only investments whose values did 
not tumble.” 








he is also giving serious thought to 
the matter of doing so on a sound and 
intelligent basis. He has entered upon 
the research stage, the stage of tech- 
nological development. 

“His chief objective today,” declared 
Mr. Fischer, “is not alone to build 
constantly a larger organization, but 
to see to it that while steady growth 
is maintained, that building is done 
on a basis of quality representation, 
with due thought to quality of busi- 
ness written and the elements of ac- 
quisition cost, so important to all 
parties concerned. 

“How are you to proceed with its 
accomplishment? I recommend that 
your first step be to engage in some 
scientific analysis and planning. In 
fact, if you are going to master the 
situation, you must do three things— 
first, define the problem; second, plan 
the solution; third, carry through.” 

Defining the problem, he noted, re- 
quires a consideration of all the tasks 
involved in connéction with successful 
accomplishment of the three divisions 
of the job, which might be termed 
sales, service and administration. 

Since performance never exceeds 


plans, there must be a careful plan 
where the execution of a project de- 
mands that certain parts of a job be 
delegated to others. As for “carrying 
through,” this depends upon the na- 
ture of the general agent himself, and 
unless he has this third element, Mr. 
Fischer declared, he will not be master 
of his problem nor bring his agency 
to peak performance. 


Production 


Extensive Field Open to 
Women Producers 


The possibilities presented to the 
professionally minded woman by life 
underwriting are well illustrated in 
the records of the Equitable Life As- 
surance Society of the United States, 
which numbers among its high-rank- 
ing producers many women who are 
regarded as on a par with leading 
male representatives in the sale of all 
forms of life insurance. 


General Proficiency 


Notable among these women is Mrs. 
Sarah B. Smith of Fairmont, W. Va., 
a representative in the Equitable’s 
Wheeling agency directed by Thomas 
B. Sweeney, in which, because of her 
proficiency in various fields—indi- 
vidual, business, and group insurance 
—she holds the position of supervisor. 

Today Mrs. Smith is in eighth place 
on the Equitable honor roll on the 
basis of volume of insurance written 
in the first four months of 1939. This 
is not unusual, for she has frequently 
equaled or bettered that mark. Be- 
ginning with her first year with the 
Equitable—1924, when she wrote more 
than $100,000 of insurance—she has 
never failed to qualify for an agency 
club; in several years her writings 
have ranged from $250,000 to more 
than $500,000. 

Especially notable have been her 
achievements in the field of group in- 
surance. Her first pronounced suc- 
cess in this field was scored in 1929, 
when she led all other Equitable 
agents in group production by writing 
group life and group accident and 
health insurance for more than 10,000 
employees of the Consolidation Coal 
Company. 

Thus, when the Group Millionaires’ 
Club—composed of Equitable repre- 
sentatives who have written $1,000,- 
000 or more of group insurance in a 
calendar year—was organized, Mrs. 
Smith became a charter member. 
Since 1929 she has requalified in four 
years as a group millionaire. 
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ASSOCIATION NEWS 


That the agency practices agreement is still a major 
prestige-builder for the institution of life insurance in 
its contacts with the public was the chief message that 
Holgar J. Johnson, president of the National Association 
of Life Underwriters, brought to a capacity audience of 
members and guests of the San Francisco Association of 
Life Underwriters, meeting at the Sir Francis Drake 
Hotel on May 25. 

The annual meeting of the Canadian Life Insurance Of- 
ficers Association will be held at the Royal York Hotel, 
Toronto, on June 8 and 9. The annual meeting of the 
Life Agency Officers Section of that association was held 
in the same hotel on June 6 and 7. 

An invitation has been issued by the insurance com- 
panies of Los Angeles to those attending the insurance 
commissioners’ convention in San Francisco to be guests 
on a trip to Catalina Island, Monday, June 26, following 
the conclusion of convention activities. 

The annual meeting of the Chicago Association of Life 
Underwriters will be held June 13. The speaker is the 
National Association president, Holgar J. Johnson. 

Meyer A. Davidson, agent of the Mutual Life of New 
York and a vice-president of the Birmingham Associa- 
tion of Life Underwriters, has been named acting presi- 
dent of the association to succeed Ben Walker, who has 
gone in business for himself in South Alabama. 

The annual meeting of the Life Underwriters’ Associa- 
tion of St. Louis will be held aboard the steamer Presi- 
dent of the Mississippi River, the afternoon of June 16. 

The Knights Life Insurance Co. of America has been 
admitted to membership in the American Life Convention. 

The annual banquet and installation of officers of the 
Akron (Ohio) Life Underwriters, Inc., will be held at 
the Mayflower Hotel, Akron, on June 16, with Holgar J. 
Johnson, president of the National Association of Life 
Underwriters, as principal speaker. 

The Chicago Life Insurance & Trust Council recently 
elected the following officers: President, Harold Eckhart; 
vice-president, H. K. Nickell; secretary, Donald Laing, 
and treasurer, Berrien Tarrant. 

Edgar Baldwin Felty, of Lynchburg, was elected presi- 
dent of the Virginia Association of Life Underwriters 
at the annual convention at Virginia Beach. Vice-presi- 
dents elected were E. Dudley Calhoun, Angus O. Swink, 
George C. Chapin, Walter L. Bridges and Joseph C. 
Nelson. 

Charles W. Griffith has been elected president of a 
newly-organized chapter of the Chartered Life Under- 
writers at Columbus, Ohio. Ben F. Hadley is vice-presi- 
dent and Charles R. Garvin, secretary-treasurer. 

The Sioux Falls (S. Dak.) District Association of Life 
Underwriters has elected the following officers: President, 
A. H. Kemper; vice-president, William A. Beck; secretary- 
treasurer, Lynn P. Zenner. 

The Houston (Tex.) Association of Life Insurance 
General Agents and Managers has elected Homer G. 
Hewitt, president; Dave Bintliff, vice-president, and Bruce 
Patterson, secretary-treasurer. 

The following officers have just been elected by the 
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Life Cashiers’ Association of Los Angeles: President, M. 
E. Clubine; vice-president, E. L. Patton; treasurer, Miss 
E. E. Grumbles, and secretary, Richard Humphries. 

The San Antonio, Tex., Association of Life Underwrit- 
ers on May 26 elected the following officers: B. A. Wied- 
ermann, president; C. B. McPhail, vice-president, and 
Burnham W. Douglass, secretary. 


| 














ASI LIVE 








OW, students, what is the title of the oldest institution 
N in New York City now functioning as a life insur- 
ance company? Sorry. It is the Bank of New York, 
48 Wall Street. No new business has been accepted by 
the company since 1928 when it took over the annuity 
business of the New York Life Insurance and Trust Com- 
pany, which was chartered in 1830, but annuity claims 
are still being paid by the Bank of New York, and, in 
administering a few remaining annuity accounts, thi 
company operates under the direction of the insurance 
department along regularly prescribed legal reserve lines. 
With which introduction, we reopen the discussion of life 
insurance books and history, as threatened here two weeks 
ago. 


. , * 


New York Public Library, I came across one which 
led me directly to a letter from William Bard, presiden 
of the New York Life Insurance and Trust Company, of 
New York City, to David E. Evans, Esq., Batavia, N. Y. 
It was dated Dec. 1, 1832 and it explained in length) 
detail what the new venture was all about. Mr. Bard’ 
company functioned for nearly a century and for genera 
tions was a power in the annuity field. To just what 
extent its success in the field of ordinary business 
amounted to, my limited research does not disclose, but 
some time in the future I hope to obtain a spot up front 
where his letter can be printed in full, together with a 
discussion of the underwriting practices which prevailed 
during its first decade of existence. That the first presi- 
dent’s first love was ordinary and whole life is manifest 
however, and it is interesting to note that he stressed the 
payment of cash equities by his company at that early 
date. 


ge tact through the life insurance cards in the 


. * » 


ELL versed in life insurance knowledge, gained we 

must suppose from a study of the long-established 
English companies, Mr. Bard appears to have found it a 
bit difficult to sell the idea to new America. His letter 
to Mr. Evans, excerpts from which appear in the follow- 
ing, suggest this experience. The message opened up with: 
“TI was lately shown a letter from you to a mutual friend 
in Albany, (The liberal sprinkling of commas are from 
the pen of Mr. Bard—Ed.) in which an opinion is ex- 
pressed that the business of life insurance will not meet 
much encouragement in your part of the country. The 
growing business of this office, shows that such an opinion 
is not well founded when applied to the City of New York. 
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AND THE FIELD 


The following officers have been elected by the St. 
Paul Life Underwriters, Inc., for the coming year: Pres- 
ident, E. A. Oistad; vice-president, Dean H. Field, and 
secretary-treasurer, Peter M. Woodward. 

Officers elected for the coming year by the Orange Belt 
Life Underwriters’ Association are: President, John E. 
Jons; vice-president, James D. Palmer. 
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In June, last, the office had 65 running policies, and on 








the first of December, 150. It was natural its extensio 
should commence where the office was situated, and where 
explanation and information could be more readily com- 
municated to those interested in securing their familie 
against the vicissitudes to which all, and particularly men 
of business, are liable; but, I have no doubt, when the 
various means of security and convenience an insuranc: 
affords in the business of life, are well understood, anc 
this knowledge is widely spread, that the practice will 
extend through the country and become equally, if not 
more generally, in use, than insurance against fire, or risks 


at sea. 


ip H was the introduction to the subject and such wa 
Mr. Bard’s prophecy. In another part of his letter h 
offered the following example of uses and benefits: “A 


‘ public spirited, or charitable individual wishes to aid, by 


a legacy, a school, a college, a literary society, a church, 
or a charitable institution, his present means do noi 
enable him to do so to the extent of his wishes; they may 
be accomplished by an annual sum, paid for an insuranc 
to the amount he wishes to leave to the favored object 
Suppose such a person is 60 years of age and wishes to 
leave at his death, $500 to a church, a charity, or a mis- 
sion; by insuring his life and paying $35 a year, he can 
do so... . Suppose the clergyman is 50 years old; $92 

year would secure to his widow $2,000 whenever he died.” 


rage a table of premium rates, Mr. Bard em 
phasized the fact that life insurance was an equity- 
bearing property under the plan recommended, saying: 
“In such cases, therefore, the office becomes a saving 
bank.” (Ed. Note—Instead of the saving bank becoming 
the office.) He gave the following illustration on this 
point: “Tobacco chewer will readily consume his two cents 





a day. which will secure his family, in case of his death, 
and if he is 25, $358. What shall we say of the tipple 
of 25, who, if he drinks one shilling a day, sacrifices 
2,240!” Explaining that the holder of a whole life policy 
does not lose all if compelled to discontinue, he said 
“The office fairly calculates what is the value of the 
risk it has run, and pays back to the insured all he has 
paid over this sum, and which went to make up the risk 
to be run in the future.”” Too bad some of our modern 












“Termites” can’t seem to grasp the sense of that 1832 
explanation. 


COMPANY CHANGES 


Several changes in the supervisory personnel of the 
group department of the Travelers’ Chicago office in the 
Insurance Exchange Building have been announced. Kar] 
D. King, Jr., formerly an assistant district group super- 
visor, has been promoted to district group supervisor 
with headquarters in the Insurance Exchange office. Lowell 
F. Brown, who has been a district group supervisor at 
the Travelers’ Toledo branch office, moved on June 1 to 
his new headquarters at the Chicago office. Richard K. 
Agnew, who has been a group assistant at the company’s 
Peoria office, has been promoted and transferred to the 
territory under the supervision of the Insurance Exchange 
office, as an assistant group supervisor. 

Julian Price, president, Jefferson Standard Life Insur- 
ance Co., Greensboro, N. C., has announced that Victor 
A. Sapp, assistant controller, has been appointed to fill the 
position of controller. Mr. Sapp began his life insurance 
career with the Jefferson Standard, in September, 1919. 
As a member of the accounting department, he has filled 
the position of bookkeeper, assistant cashier, cashier, and 
assistant controller. 

The Knights Life Insurance Co. of America opened 
two additional district offices recently. One is in the city 
of Meadville, in charge of former Assistant Superin- 
tendent Charles F. Owen, of the Erie District, who has 
been promoted to the superintendency there. The other 
new office is in Oil City and Jerome P. McLaughlin, forme: 
assistant superintendent in the Greensburg district, has 
taken charge. 

Edward E. Lowe has been appointed district manager 
of the Mutual Life of New York at Cedar Rapids, Iowa. 
He has been in the insurance business there for 18 years. 

Howard Kraft, Columbus, Ohio, has been appointed in 
charge of the sales promotion department of the Midland 
Mutual Life of Co!umbus, effective June 1. 


GROUP INSURANCE 

Announcement has been made by the Western Cart- 
ridge Co. of the institution of a group life, accident and 
sickness insurance p'an for the benefit of its 3500 em- 
ployees in the Winchester Repeating Arms division and 
the Bond Electric Corp. division, New Haven, Conn. All 
full-time employees are immediately eligible for participa- 
tion in the plan, five months’ service being required of 
new employees hired after the effective date of the plan. 
The plan, underwritten by the Travelers Insurance Co., 
requires no physical examination. 

Neisner Brothers, Inc., of Rochester, N. Y., operating 
a chain of more than 100 stores in many states of the 
Union, have adopted a double coverage group plan which 
provides approximately 400 employees with a total of 
$1,000,000 of life insurance, supplemented by weekly sick- 
ness and accident benefits. The group plan, which is to 
be effective when at least 75 per cent of the eligible em- 
ployees have enrolled, is being underwritten by the 
Metropolitan Life Insurance Co. on a cooperative basis 
whereby the employer and employees share the cost. 
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The Strength of Steady Growth 


True growth 
is represented by the business that stays on the books, 
by actual increase in earnings and in worth. Substantial 
gains in Insurance in Force, in Surplus, and in Assets, 
marked the progress last year of 


is reflected in financial statement figures. 


Security Mutual Life Ins.Co. 


Frederick D. Russell, Pres. 


BINGHAMTON, N. Y. 











Claris Adams Condemns 
Discouragement of Thrift 


Capital is frozen because of fea: 
of administrative trends while inordi- 
nate taxes, following extravagance 
on the part of the Government, fall 
finally upon the thrifty, in the opin- 
ion of Claris Adams, president of the 
Ohio State Life, who spoke at the an- 
nual convention of the Ohio Bankers 
Association at Toledo last week. 

That the thrifty suffer from waste- 
ful spending was exemplified by Pres- 
ident Adams who indicated the in- 
stitution of life insurance as a case 
in point. Although life insurance, he 
said, is preeminently the chosen cus- 
todian of the federated thrift of the 
common people of America, last year 
the tax gatherer abstracted almost 
one hundred and fifty million dollars 
from their savings. 

“Planned economy, artificial manip- 
ulation of interest rates and govern- 
mental competition in the investment 
field cost policyholders hundreds of 
millions more,” said Mr. Adams. “Due 
largely to these destructive factors, 
the life insurance companies of the 
United States earned a full one and 
one-half per cent less on trust funds 
invested for their policyholders than 
they did a year ago, representing a 
loss on the basis of their present as- 
sets of four hundred and twenty mil- 
lion dollars per year.” 


Bureau Committee to 
Study Conservation 


The existence of an actively func- 
tioning conservation committee has 
just been announced by John Marshall 
Holcombe, Jr., manager of the Life 
Insurance Sales Research Bureau. 
Organized last fall, the committee is 
currently engaged in several projects 
of present-day, practical interest to 
Research Bureau member companies. 
The chairman is Henry Bossert, Jr., 
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manager, agency research depart- 
ment of the Provident Mutual. 

The committee will consider and in 
vestigate important phases of the 
business which come within the sphere 
of conservation, and it is expected 
that the results of its studies will be 
of interest to all companies. 

The appointment of such a commit 
tee from among the bureau member- 
ship is an indication of the interest 
which companies are taking in the 
important subject of conservation. It 
is felt that this procedure will be ex- 
tremely helpful in dealing with the 
subject. Member companies in the 
bureau have been asked by the com- 








AMA Insurance Council 


HE Insurance Council of the Amer- 

ican Management Association at the 
time of last week's conference in Atlantic 
City comprised the following: 

J. H. Nickell, manager, insurance 
division, Philadelphia Electric Co. and 
vice-president in charge of the AMA in- 
surance division. 

Solton Engel, manager, insurance de- 
partment, Consolidated Edison Co. of 
New York, Inc. 

J. G. Reese, supervisor of insurance 
and safety, Consolidated Gas, Electric 
Light & Power Co., Baltimore. 

F. A. Roberts, manager, Glens Falls 
Insurance Co., Philadelphia. 

J. P. H. deWindt, manager, Boiler & 
Machinery division, National Bureau of 
Casualty & Surety Underwriters, New 
York. 

A. M. Schmidt, manager, insurance 
department, Johns-Manville Corp., New 
York. 

Walter C. Howe, Jr., manager, brok- 
erage and service department, Agricul- 
tural Insurance Co., New York. 

George W. Guth, manager, annuity 
and insurance department, Socony- 
Vacuum Oil Co., Inc., New York. 








mittee to contribute out of their own 
experience any plans or problems 
which may be particularly appropri- 
ate for the committee to study further. 





successfully tested his 
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Evemenr N o. l 


A RECENTLY published book 
on salesmanship, by a sales executive who long and 
“preachments’ 
buyers, endorses persistent, systematic work as the 
indispensable element essential to fuse all the ele 
ments of selling into a profitable whole 


There is reason to suspect that more rate book 
toters would make more money if they would put 
more emphasis on Element No. | 
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AGENCY NEWS 


James M. Clark, general agent for the John Hancock 
at Peoria, Ill., took the occasion of the company’s 77th 
birthday anniversary to hold an all-day meeting celebrat- 
ing the progress of the agency during General Agent 
Clark’s first year; the agency rose from fifty-fourth to 
twenty-first place among John Hancock general agencies. 

William Strauss, general agent of the General American 
Life at Houston, Tex., has admitted his son, William, Jr., 
to partnership. The office is now the William Strauss & 
Son General Agency. 

E. J. Pryor, representative of the Monarch Life at Oil 
City, Pa., has been promoted to manager of the com- 
pany in Indiana, with headquarters in Indianapolis. Ray- 
mond H. Ross, Franklin, Pa., has been named to succeed 
Mr. Pryor at Oil City. 

F. Tyler Bates, formerly a member of the life agency 
force of the Travelers Insurance Co. at San Antonio, Tex., 
has been appointed San Antonio branch manager for the 
Acacia Mutual Life. 

Charles L. Sykes, general agent at Miami, Fla., for the 
Mutual Benefit Life Insurance Co., has appointed Tyer 
Sawyer as agency production manager. Mr. Sawyer has 
been a field representative of the company’s Milwaukee 
agency for the past four years. 

J. Luther Wright has resigned as co-manager of the 
advertising department of the Knoxville (Tenn.) Journal, 
to become manager of the new life insurance department 
of Cooper, Coffman & Brooks, Knoxville. 

A dozen agents for the Protective Life Insurance Co. 
of Birmingham have now gone more than two years writ- 
ing at least one application a week. They are E. P. 
Andrews, G. C. McClellan, P. W. Williams, F. E. Swear- 
inger, O. R. Hinson, E. J. Gilbert, C. A. Mathews, C. W. 
Daugette, R. W. Bishop, H. J. Baum, Charlie Cole and 
Lloyd Johnson. 

W. B. Scroggie, manager of the Longhorn agency of 
the Bankers Life of Iowa, has announced the appointment 
of William Hampton as agency supervisor. Mr. Hampton 
recently was agency secretary of the Southland Life of 
Dallas. 

When Howard H. Cammack became general agent for 
the John Hancock at Charleston, W. Va., on May 1, he 
took over a territory twice the size formerly covered by 
the Charleston office. He was general agent at St. Louis 
for seven years. 

Appointment of Walter Berwick as agency supervisor 
has been announced by Cliff Blackburn, general agent of 
the Pacific Mutual Life in Tennessee. 

E. P. Horne has been appointed manager of the Houston 
City Agency of the Great Southern Life Insurance Co. 

Perry Uncapher of the Indianapolis agency of the 
Bankers Life of Iowa has completed 520 weeks of continu- 
ous weekly production. 

John M. Sisk, who won gridiron fame as a member of 
the Marquette eleven prior to his graduation in 1933 and 
on the professional Chicago Bears’ team in several fol- 
lowing years, has been named to the Board of Directors 
of the Marquette Alumni Association. The former foot- 
ball headliner is agency supervisor of the Bankers Life 
of Iowa’s Milwaukee agency, which he joined while still 
attending Marquette. 

The annual meeting and election of the Minnesota Life 
Underwriters’ Association will be held June 15 at Min- 
neapolis. 

The board of directors of the San Antonio Association 
of Life Underwriters has voted to sponsor O. D. Douglas 
as trustee of the National Association of Life Under- 
writers. 





ALONG CITY STREETS 
By DAVID PORTER 


NE high-ranker replaced another on June 5 when 
O krank B. Runyon became manager of the 55 
Liberty Street, New York City, branch of the Fidelity 
Mutual, succeeding Louis A. Cerf, Jr., who resigned 
to engage in personal production with the Mutual 
Benefit. There isn’t any question of the executive 
ability and life insurance acumen of Frank Runyon, 
for he has held a number of important posts since he 
entered the business away back in 1912, among them 
being agency manager and agency superintendent, for 
both home office and Eastern department, with the 
Equitable Society, and also superintendent of agencie~ 
with the Acacia Mutual at Washington. His first job 
was clerk with the Guardian Life and his first impor- 
tant responsibility that of agency manager for the 
Equitable in Philadelphia. Incidentally, 19 of his years 
of life insurance work were spent with the Equitable. 
He studied at Phillips Exeter Academy, graduated 
from New York University, took a statistical course 
at Carnegie Institute of Technology and also served 
with the army during the World War, being demobil 
ized with the rank of captain of infantry. 


Y no means the least arresting exhibit at the New York 

World's Fair is the “Garden of Security” of the Equitable 
Society, dedicated recently, with the statuary group "Protec- 
tion," reproduced by Piccirilli and surmounting the exhibit, a 
graceful and eye-filling affair. Grover Whalen, Equitable Presi- 
dent Thomas |. Parkinson and Thomas J. Cullen, N. Y. Deputy 
Superintendent, participated at the formal opening exercises. 
* * * The real low-down on just what panics and depressions are 
will be given the Life Managers Assn. of Greater New York at 
its annual outing ‘and golf party, June 15, at the Rockville Cen- 
ter Country Club, Long Island. The inside dope will be fur- 
nished by a group of old-timers who were in the business before 
most of us toddled off to kindergarten. These veterans, who 
look with jaundiced eye on the modern variety of pessimism, and 
who will be guests of honor at the outing, are Samuel S. Voshell, 
Metropolitan, in the business since January, 1880; Conrad V. 
Dykeman, Prudential, since December, 1879, and Robert L. Jones, 
State Mutual, since June, 1882. 


NEW slate of officers will be presented for okay 
A to the Life Underwriters Assn. of New York 
City at its annual meeting, the Hotel Pennsylvania, 
today, June 8. The luncheon-meeting will listen, after 
its coffee and ice cream, to the presidential report of 
Louis A. Cerf, Jr., and then swing into action on the 
new panel of officers. * * * The beginning of its tenth 
year was appropriately marked by the A. V. Ott 
agency, Equitable, New York City, by an increase of 
10 per cent for the first four months of the year ove: 
the same period last year, thereby leading the parade 
of the company’s agencies in the New York Metropoli- 
tan department. William J. Graham, Equitable vice- 
president, noted both events in his telegram of con- 
gratulations to Manager Ott. * * * The shift among the 
general agents of the New England Mutual brings C. 
Vernon Bowes to Newark. Formerly general ageni 
at Rochester, N. Y., he succeeds Thomas E. Hartmann, 
general agent at Newark for fifteen years, who has 
been relieved of that responsibility at his own request 
but will continue in an advisory capacity as associate 
general agent. 
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Social Security 
Amendments 


(Concluded from page 9) 


creasing this sum by 1% for each 
year that covered employment pro- 
duces at least $200 of wages. The 
average monthly wage is the average 
for those years between the year in 
which age 21 is attained or the year 
1936, if later, and the year in which 
the individual becomes entitled to a 
primary insurance benefit. The year 





in which age 21 is attained and any 
earlier year shall be included if sub- 
sequent to 1936 and if rewarded with 
wages of $200 or more. Not less than 
three years shall be involved in this 
average. Again the limitation applies 
that not more than $3,000 a year from 
a single employer shall count. When 
other benefits described below are 
being calculated, the year of death of 
the individual replaces the year of 
qualification for primary insurance 
benefits in obtaining the average 
monthly wage. 

It is of interest to see how this new 





ticular needs. 


balanced program. 


holder. 


Insurance 











POLICIES for PURPOSES 


Your prospect is entitled to the life insurance 
protection best fitted to serve his own par- 


This means painstaking care in the selec- 
tion of his policies—a definite and well- 


Thus equipped, he will become and will 


remain a permanently satisfied policy- 


Grd) rudential 


Home Office, NEWARK, N. J. 


Company of Amerira 
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formula works out, and how the re- 
sults compare with those under the 
Act as now in force. The following 
tabulation will give some idea of this: 


Fixed Monthly 

Beginning Monthly Benefit At Age 65 

Age Wage Old New 
60 $50 $15.00 $21.00 
100 17.50 26.25 
200 22.50 36.75 
55 50 17.50 22.00 
100 22.50 27.50 
200 32.50 38.50 
40 50 25.00 25.00 
100 37.50 31.25 
200 56.25 43.75 
20 50 35.00 29.00 
100 53.75 36.25 
200 76.25 50.75 


The examples given above assume 
that coverage continues from the date 
it begins. If, however, coverage is 
broken, a given total wage produces 
the same benefit under the old form- 
ula, regardless of when earned, if 
spread over the last five years, while 
under the proposed rules, the result 
is seriously affected by long breaks 
and the benefit may easily disappear 
entirely. This is brought about by 
the requirement, to be _ explained 
later, that the recipient must be “fully 
insured.” Under the Doughton amend- 
ment, if ten years’ coverage were 
spread over twenty calendar years, 
there would be no benefit; if they 
were spread over eighteen calendar 
years, there would be a benefit, but 
the average monthly wage would be 
the total wages divided by 18, thus 
nearly halving the benefit as com- 
pared with that produced by the same 
compensation and the same contribu- 
tions paid during the last ten calendar 
years. Perhaps this can be justified 
and certainly there was need for some 
modification to avoid undue advan- 
tage to short service individuals 
whose coverage is many years prior 
to retirement, but it will probably be 
very difficult to win popular accept- 
ance of the new method. 

To be “entitled” to receive a pri- 
mary insurance benefit after Dec. 31, 
1939, a “fully insured” individual need 
merely be 65 years old and file an 
application for the benefit. But note 
carefully these simple requirements. 
“Fully insured” is a technical expres- 
sion yet to be defined. It and a com- 
panion expression, “currently _ in- 
sured,” are newcomers consequent 
upon the introduction of the various 
survivor benefits and will require 
careful attention, not only in ex- 
planation of the proposed amendment, 
but perhaps also in later modifica- 
tions of it. 


Financing and Administration 
The Doughton Bill gives up all 
idea of a reserve commensurate with 
the liabilities involved. A pay-as-you- 
go basis is obviously intended. Until 
(Concluded on page 32) 
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THIS WESTERN WORLD 


By W. EUGENE ROESCH 


company executive comment that the medium and 
smaller-sized companies of the Middle West are not active 
enough in institutional work so far as it applies to the 
training of men. Personally, I differ with that comment. 
lll grant you that the Western company is not so greatly 
interested in the highly-specialized life insurance sales- 
man—the chap who has college degrees, C.L.U., and so on 
—but I cannot admit that it is not active in the primary 
training of solicitors. In fact, I think the exact reverse is 
the case. Again and again I have seen the smaller life 


N )W and then, I have heard some eastern life insurance 


insurance company (driven by need for business apart 
from the “agency practices ethics” of its source) go out 
into a town of five or ten thousand people (or even in large 
cities) and pick some man who never heard of the business. 
Beginning him as a part-timer, I have seen that smaller- 
sized company coax the man along, gradually woo him 
into the business, teach him the fundamentals of selling- 
and then have him go with some large eastern unit which 
uld offer more in one way or another! 


S to the well-and-academically trained life insurance 
A solicitor (whose value is apparent and whose educa- 
tion has been costly in both time and money)—just how 
far can he fit into the picture of the small and medium- 
sized company? In the first place, if his training has been 
in one of the outstanding life insurance colleges, he is 
prone to gravitate naturally toward the large company. 
In the second place, what would be his chances (compared 
to the cost of training) with a company which is small and 
hich necessarily operates in rural communities? Don’t 
misunderstand me! I’m not frowning on training and 
education. I merely think that both should be somewhat 
fitted to the particular company and the potential market 
ts policies. To send a life insurance solicitor, with 
$10,000 worth of collegiate and business study behind him, 
into a small western country town would be like sending a 
$50.000 engineering specialist to build your small son’s 
dogcoop! To send a life insurance man without such train- 


3 


2g, or its equivalent, to call on the bigwigs of New York, 


. 


Chicago or San Francisco might be sales suicide! 


ONSIDER this (according to the American Petroleum 
4 Industries Committee): the average motorist in this 


untry is 43 vears of age, is married, has two children, 
as a car around 4 years old that is worth $238, and earns 
@ maximum of $30 per week. Add up, in your own mind, 
that man’s financial problems—and then remember that 
from that man, and others just like him, comes the vast 





bulk of the life insurance business of the Middle West! 
Is it any wonder that the smaller western companies will 
not spend money to support extremely-specialized sales 
colleges and courses for underwriters? They don’t need 
“graduate sales engineers”; they need homey and homely 
alesmen who think, talk, act and live on the level of those 
who are their largest aggregate “outlet.” The “expert” 
and the “specialist” (and the cost of their life insurance 
training) are for the companies that can afford them, that 
can use them to the fullest advantage, and that are nor- 
mally in a position consistently to hammer away at the 


-bracket market. 





BUSINESS IN BRIEF 


By WINTHROP A. HAMLIN 


relief of the man who, after being hit repeatedly on 
the head, “feels so good when it stops.” But there has 
een definite improvement in the past fortnight-—in stock 
averages, steel output and other indices as well as in 
genera! business sentiment. And summer weather ha: 
stimplated retail trade—and also reminded Congressmen 
still further that it might be well to adjourn. The 
United States Supreme Court cleaned up the year’s 
docket last Monday with several decisions of socia 
rather than directly economic importance, except for th: 
rulings upholding the milk pacts in the New York and 


3oston areas. 


So E of the present business upturn may be only th 





- * 


than what it has done, so far as the current session 
is concerned. Its recent defeat of the Townsend Plan bill 
by a vote of 302 to 97 in the House is likely to facilitate 
amendment of the Social Security Act along lines already 
reported in The Spectator. Some kind of tax revision is 
expected, but how thorough that will be remains a ques- 
tion. Other legislative problems affecting business are: 
Revision of the “neutrality law,” possible changes in the 
Wagner Labor Relations Act, some handling of the relief 
problem (either repeating last year’s appropriation or 
revising the basis), and aid to the railroads. 


¢ Washington what Congress may do is bulking large: 


= - = 


F two measures that will lead to more spending, one 
O was signed last Monday by President Roosevelt and 
the other is being pushed by the Administration. The 
first is the amended National Housing Act, which will 
continue, with certain changes, the liberalized home 
financing program begun by that agency last year. The 
ther is the Mead bill, introduced by Senator James M. 
Mead of New York and intended to offer insured loans 
to small business concerns, up to a total of $1,000,000,000. 
These loans would be advanced by the banks and insured 
by the Reconstruction Finance Corp. up to 90 per cent of 
their face value. More aid for “little business.” 

OMPOSITE average security prices in the weeks 
C ended May 27 and June 3, 1939, according to the 
New York Herald Tribune, closed on the New York Stock 


Exchange as follows: 


™ >= ” 
May 27 June 3 
Monday Saturday Monday Saturday 
70 industrials 134.88 135.81 137.15 136.79 
30 rails . 20.68 21.61 21.72 21.42 
100 stocks 100.62 102.25 102.52 102.15 
30 bonds .. 85.64 86.61 86.67 86.85 
> = 7. 


TEEL ingot production in the United States rose 4 
points to 52 per cent of capacity, The Iron Age esti- 
mates, reporting also that all the important indices of 
iron and steel activity, except automobile output, moved 
upward last week. 
=. ss 
HILE July cotton gained 13 points last week, the 
new-crop contracts lost 7 to 13 points. After small 
but erratic fluctuations wheat prices on the Chicago 
Board of Trade declined % to 1 cent last week; corn, 
oats and rye also registered small! losses. 
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Advertisement 


THE 


* 
“We 


Study in Picturesque 


Terminology 


Bankers/ife Agency Managers, 
keenly aware of the importance to 
Agency development in regularly 
issued Agency bulletins, have exer- 
cised ingenuity, cleverness and im- 
agination in naming their individual 
publications. In eviden'e, we sub 
mit this roster: 


Veteran on the list is Madison 
Wisconsin's “On Wisconsin,” an 
adaptation of the state university's 
far-famed football song 

Another old-timer — Indiana’s 
“Hoosier Warrior.” 

Tom Curtin skippers the Syracuse, 
New York, Agency; hence the “‘Syra- 
cuse Tommy-Hawk.” 

Almost as old as the Company is the 
Cedar Rapids “Hawkeye Roost.” 

“Cleveland Ensign" is a natural for 
Agency Manager G. E. Ensign 

Same thing goes for Frank Wiggin 
ton's “Pittsburgh Wig-Wam.” 

Buffalo, New York, has the “Niagara 
Knights.” 

Play-on words is the Wichita, Kan- 
sas “Wich-I-Kan.” 

Kansas City’s best known monument 
inspired ‘‘Kansas City Scout.’ 

Oklahoma's could hardly be any- 
thing but the “Sooner’’ bulletin 

‘*Kaintuckee Kards" goes out from 
Louisville to Bankerlifemen in the 
Blue Grass state. 

Montana's “Grizzly”’ talks weekly to 
the lads in the Land of the Shining 
Mountains 

Another animal, a littl tame 
prompted the Spokane ‘Bulldog.’ 

Lewis and Clark blazed the western 
trail from St. Louis;—St Louis 
Agency has its “Trail-Blazer.” 

Grand Rapids, Michigan, salesmen 
live up to “The Hustler.” 

John Michie in Durham speaks 
through the “Carolina Broadcast.” 

Southern and western Nebraskans 
have for years been avid readers of 
the “Cornhusker.” 

In another section of the same state 
it is the “Omaha News Flash.” 

Up in northern Wisconsin, a new- 
comer in the field is the “Appleton 
Viking.’ 

Not far west of there, the mimeo- 
graph turns out the Chippewa Falls’ 
““Land-O’ -Lakes.”’ 

And to the south, Peoria has the 
“Heart of Illinois.’ 

Toledo's “Saleboat"™ hails from a 
Great Lakes port of prominence 

Down in Texas, Dallas salesmen 
swear by the “Dallas Longhorn.” 

Coloradoans read regularly Denver 
Agency s “Gold Miner.’ 

Cincinnati's “Queen City’ bulletin 
title came from that Ohio city’s 


state university suggested the 
“Seattle Huskies.’ 


—BLCO— 


BANKERS LIFE 
PES MOINES COMPANY 
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Columbia University 
Has New Course 


Insurance educational programs, 
particularly those designed for stu- 
dents specializing in insurance, have 
generally followed the conventional 
division of the business into lines. A 
survey made by the American College 
of Life Underwriters in 1936 indi- 
cates that, in 143 colleges and univer- 
sities, there were offered 104 courses 
in insurance principles, 116 in life 
insurance or related fields, 76 in 
property insurance, casualty insur- 
ance or related fields, and 36 “other 
courses.” Specializing students are 
generally advised to take courses in 
all fields but often choose to study 
only in their field of major interest. 
They also are inclined to seek courses 
which they believe will probably have 
immediate “practical” application in 
their life work. 

One result of this situation is dupli- 
cation of treatment of principles and 
practices common to many or all fields 
of insurance and over-emphasis of the 
peculiarities of the individual lines. 
The student leaves his courses with 
a lop-sided education in insurance and 
with little appreciation of the unity 
of the underlying principles which 
should guide the business as a whole. 
There is a tendency also to deal too 
much with details of practice which 
can best be learned in practical work. 

Ralph H. Blanchard, of Columbia 
University, has long contended that 
the university should limit itself to 
education, as contrasted with train- 
ing; that the student should gain 
there an understanding of the lan- 
guage, theory, and functions of in- 
surance, broken down into their essen- 
tials. He should enter the business 
prepared to make the most of practi- 
cal training through his comprehen- 
sion of the significance of practices 
in their relationship to the insurance 
business as a whole and to the general 
field of business. 

To this end Columbia will offer, 
commencing with the year 1939-1940, 
a new program of courses for special- 
izing students, which will be based, 
not on the various lines of insurance, 
but on a functional analysis of the 
insurance business. Instead of the 
present introductory course and 
courses in life, fire and marine, and 
casualty insurance, there will be 
offered one course extending over two 
years, for which 3 points credit will 
be given each semester. 

This course will be subdivided into 
the following main divisions: 

1. The insurance mechanism. 
2. Economic theory of insurance. 
Contracts (including adjustments). 


3. 
4. Carriers (including self-insurance). 
5. Agency and brokerage. 


6. Theory of probability. 
7. Premium rates. 
8. Reserves. 
%. Underwriting. 
10. Financial statements. 
11. Prevention. 
12. Organization of carriers 
A. Internal 
B. Inter-carrier. 
13. State regulation. 
14. Buying insurance. 
15. Secial Insurance. 


Under each subject heading a sur- 
vey of practices in various lines wil] 
be made, after which the significance 
and theory of these practices will be 
discussed. In this way the underlying 
principles of each department of in- 
surance activity and its varying ap- 
plication will be presented, together 
with its relations to the entire field 

Emphasis will be placed on each 
subject in accordance with its educa- 
tional importance to a student of in- 
surance. The study of contracts will 
occupy nearly a half of the entire 
time alloted to the course, since they 
are basic to other insurance subjects 
and lend themselves particularly well 
to class-room work. On the othe: 
hand, underwriting will be accorded 
its due importance in discussion, but 
it is recognized that this is a subject 
a command of which is much bette: 
gained by practical experience than 
in academic surroundings. 

Throughout the course, the aim will 
be to equip the student with a back- 
ground for whatever insurance ac- 
tivity he may later enter, to offer him 
an education in terms of insurance 
rather than to train him for specific 
tasks, and thus to prepare him to 
take advantage of the training and 
experience which can best be acquired 
in practical work. 


Counselors Club Meet 


The Counselors Club of the Indian- 
apolis Life Insurance Company held 
five days of meetings in that city last 
week. Business sessions were staged 
at the Spink Arms Hote! and diver- 
sions included, among others, atten- 
dance at the 500 Auto Speedway 
Classic; a steak grill at the Indian- 
apolis Country Club; and golf at the 
Broadmoor Country Club. Home office 
officials who addressed the gatherings 
included President Edward B. Raub; 
A. H. Kahler, vice-president; A. Le- 
roy Portteus, vice-president; Walter 
H. Huehl, actuary; Doyle Zaring, 
agency secretary; and Irving Palmer, 
assistant agency manager. 
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Jefferson National 
Begins Operations 


The new Jefferson National Life In- 
surance Company of Indianapolis, Ind., 
has begun the active writing of busi- 
ness. The company’s first policy was 
ssued on May 15, although license by 
the Hoosier State insurance depart- 
ment had been granted on March 1, 
1939. Offices are in the Security Trust 
Building at Indianapolis. 

It will be recalled that original com- 
ment on the formation of this com- 
pany appeared in The Spectator last 
fall when the organization plans were 
being carried out by Jefferson Na- 
tional Underwriters, Inc. The com- 
pany has a capital of $100,000 and a 
surplus of $50,000 all paid in with- 
ut promotion expense. Consulting 
actuaries are Haight, Davis & Haight 
if Indianapolis and Omaha. 

Officers of the Jefferson National 
Life are E. Kirk McKinney, president; 
Leonard B. Marshall (Terre Houte), 
rst vice-president; Walter E. Helmke 
(Fort Wayne), second vice-president; 
John T. Rock (Anderson), secretary. 
President McKinney, who hails from 
Indianapolis, also retains the title of 
Agency director. Practical insurance 
work of the company, at least tempo- 
rarily, is being carried out by H. E 
Poff, office manager; and E. E. Ballard 


assistant agency director 


More Jobs Await 
College Graduates 


More jobs await the nation’s college 
graduates this June than were avail 
able for last year’s seniors. More em- 

yers are represented on colleg: 
ampuses this spring, and more jobs 
are offered per employer, the North- 
western National Life Insurance 
Company finds in its fourth annual 
survey of employment demand 

Of 100 universities and colleges re- 
g in the survey, 63 find the 

f employment calls definitely 
zgreater than a vear ago; increases 
ange from 10 per cent to 200 pe: 
Only 14 schools find employment 
emand lower this year, and the re- 
maining 23 report about the same 
umber of job calls for their gradu- 
ates as in the spring of “38 

Based on current employment de- 
nand 7 of the colleges estimate that 
pe ent or more of their June 
seniors will be in positions before the 


end of 1939; a number see ample de- 
mand to furnish jobs for all their 
ee > } } 
fTaduates who are seeking empioy- 
ment 

fecnnical and industrial concerns 


are active bidders for new personnel 
"Ris ar. with aviation showing the 








greatest expansion in demand. Ac- 
counting and sales promotion jobs are 
offered by a wide diversity of manu- 
facturing, wholesale and retail con- 
cerns. Various phases of governmen- 
tal work provide the bulk of the 
placement opportunities for several 
schools. 

Starting salaries are at approxi- 
mately the same levels as last year, 
generally ranging between $95 and 


$135 per month. 


President Manly 
Throws a Party 

President Frank P. Manly of the 
Hearthstone Life Insurance Company 
of Indianapolis gave a beefsteak din- 
ner to agents of that organization at 
his home in the Hoosier City last 
Saturday evening. Mr. Manly, it wil 
be recalled, founded the Hearthstone 
Life about two years ago (as he had 
founded the mutual Indianapolis Life 
many years before) as a stock com- 
pany 

The Hearthstone Life is now writ 
ing about $200,000 a month and antic- 
ipates that before the close of the 
year writings will be nearer $300,000 
monthly. President Manly is gradually 
surrounding himself with a number of 
experienced life insurance executives 
and producers, including McKinley 
Carr, agency organizer. Just now, the 
ompany’s net retention on policies is 
approximately $3,000 and reinsurance 
is transacted with the American 
United Life of Indianapolis and the 
Lincoln National Life of Fort Wayne 
In special instances, and with al] 
factors (such as age, income, physical 
examination, etc.) favorable, the com- 
pany’s net retention can—at the dis- 
of th 





retion e underwriters be in- 


eased 


Urban Foreclosures 
On the Down Grade 


The general downward movement 
1f non-farm foreclosures was sharply 
emphasized in April by a decline of 
5.3 per cent from March figures and 
14.8 per cent from those of April a 
year ago, officials of the Federal Home 
Loan Bank Board announces on the 
basis of a preliminary tabulation of 
records. The movement was decidedly 
favorable, the Board’s Division of 
Research and Statistics declared, since 
the March to April decrease over the 
past five years has averaged. only 1.8 
per cent. 

Figures fo: the first four months 
f 1939 indicate that non-farm fore- 
losures were 12.6 per cent less than 
n the first four months of 1938 
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Figure It Out 


(Concluded from page 11) 


This is clarified by Regulation 
79 as follows: 

“Article 8. Transfers for a 
consideration in money or 
money’s worth — Transfers 
reached by the statute are not 
confined to those only which, 
being without a valuable con- 
sideration, accord with the com- 
mon law concept of gifts, but 
embrace as well sales, exchanges, 
and other dispositions of prop- 
erty for a consideration in 
money or money’s worth to the 
extent that the value of the prop- 
erty transferred by the donor 
exceeds the value of the con- 
sideration given therefor. How- 
ever, a sale, exchange, or other 
transfer of property made in the 
ordinary course of business (a 
transaction which is bona fide, 
at arm’s length, and free from 
any donative intent), will be 
considered as made for an ade- 
quate and full consideration in 
money or money’s worth. A 
consideration not reducible to a 
money value, as love and affec- 
tion, promise of marriage, etc., 
is to be wholly disregarded, and 
the entire value of the property 
transferred constitutes the 
amount of the gift.” 

The following table, for 
estates of various sizes is based 
on the following considerations: 

1. The top $100,000 bracket 
invested in single premium life 
insurance, on the life of the 
donor. 

2. An irrevocable gift of the 
same is made to the family. 

3. This is not done in contem- 
plation of death. 

4. The gift tax not considered. 

5. Non-participating insur- 
ance is used. 

It shows: 


1. Net result to family after 
payment of taxes, prior to gift. 

2. Estate taxes saved. (Gift 
tax should be deducted to get 
exact saving.) 

3. Net combined 
and general estate. 

4. Net gain to the family. 

5. Result at various ages for 
donor. 

If the gift was made to one 
person, and no previous gifts 
had been made, the gift tax 
would be $2,700. If made, for 
instance, to a wife and three 
children, the tax would be 
$1,500. 


insurance 


Social Security 
Amendments 


(Concluded from page 28) 


the year 1943 it would leave the taxes 
for old-age and survivor insurance 
benefits where they are now for the 
old-age benefit alone, ie., 1% of 
wages up to $3,000 from the employer 
and the employee each. Then it would 
jump these contributions to the sched- 
ule in the present Act, i.e., 2% from 
each for the years 1943, 1944 and 
1945, then 2%% for three years, and 
3% thereafter. 

Under the present Act these spe- 
cial taxes are paid into the general 
fund of the Treasury and the Act 
authorizes the appropriation to the 
Old-Age Reserve Account of amounts 
calculated to meet the obligations in- 
volved. 

The new act creates a trust fund 
on the books of the Treasury to be 
known as the “Federal Old-Age and 
Survivor Insurance Trust Fund.” 
This is to consist of the securities of 
the Old-Age Reserve Account and 
amounts to the credit of this Account 
on January 1, 1940. Then section 201 
as amended would continue: 

“There is hereby appropriated 
to the Trust Fund for the fiscal 


year ending June 30, 1941, and for 
each fiscal year thereafter, out of 


any moneys in the Treasury not 
otherwise appropriated, amounts 
equivalent to 100 per centum of 
the taxes (including interest, pen- 


alties, and additions to the taxes) ° 


received under the Federal Insur- 

ance Contributions Act and cov- 

ered into the Treasury.” 

Here is a complete change in point 
of view from that of the present Act. 
All of the special taxes are appropri- 
ated to the Trust Fund for the pur- 
pose of payment of benefits and it is 
anticipated that, if experience proves 
that these contributions are insuffi- 
cient, changes will result or appropri- 
ations from other sources will be 
made. 

The trustees of this fund are to be 
the Secretary of the Treasury, the 
Secretary of Labor, and the Chair- 
man of the Social Security Board. 
The Secretary of the Treasury is to 
be “Managing Trustee” and is given 
the duty of investing funds not need- 
ed to meet current withdrawals. 
Investments are to be in _ interest- 
bearing obligations of or guaranteed 
by the United States. The Secretary 
of the Treasury may purchase at 
market prices and special obligations 
may be issued to the fund yielding 
the average rate of interest of all 
Government obligations forming part 
of the public debt. It is worthy of 
note that the section hereunder re 
viewed adds: 

“Such special obligations shall 
be issued only if the Managing 
Trustee determines that the pur- 
chase of other’ interest-bearing 
obligations of the United States, 
or of obligations guaranteed as to 
both principal and interest by the 
United States on original issue or 
at the market price, is not in the 
public interest.” 

Here is a radical change in point 
of view from that embodied in the 
present instructions for investment of 
the Old-Age Reserve Account. These 
require the issuance of special obli- 
gations yielding 3% interest unless 
purchases can be made in the open 
market on as favorable terms. 
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HEY cell the story around Boston about a fire insur- 

WAY DOWN EAST ance broker who as a trustee for an estate wrote his 
own insurance coverages. He was in every sense a part- 

sur- timer as he held an instructor’s position in a school. He 
cov- By TOM EAGAN was a Harvard man and a friend of the present Governoi 
Saltonstall. When his license expired he was denied a 

renewal. He promptly wrote to his friend the Governor 


and complained, and the Insurance Department was asked 













































point 
t Act. 
ropri- HE drive to eliminate part-timers in the insuranc 
» pur- 

| it is 


for an explanation. 
S INCE the law allows the Commissioner to use his dis- 


isiness goes on in Massachusetts. The fire and casu 
alty agents, more aggressive than life agents, have bee 
roves solidly behind the movement. Although the drive ant 
isuffi- dates Commissioner Harrington’s coming into office, he was on safe gr 


missioner used to be in the business returned to plague 


cretion as to who will hold licenses the department 


ound. But the fact that the present Com- 


ropri- is taking a good deal of the rap from discontented in- 
ll be dividuals who find themselves unable to get a renewal of nay The department was casting around for some ma- 
their broker’s licenses. This is solely due to the fact that terial to make a good letter to the Governor, when some- 


to be the Commissioner is an exinsurance man and those fail- ne remembered that a code of ethics subscribed to by 

» the ng to get a renewal usually attribute it to an ulterio: teachers forbids them engaging in commercial activities 

hair- § motive. As a matter of fact all those who know the Com This was a beautiful out for the department and as I 

joard. 7 missioner say that he is leaning over backwards in a! get the story the matter was closed satisfactorily. 

isto & effort to be fair and not allow prior connections to infi ao 

given ence his official actions -s See ee ee ee . ’ 

need- ry Ax agents i taix WIth hear ~~ endorse the p ogran 

toy red r +r ry r r 4 a ac n ++ + ° 

wals. ail s ecucing ne —_ JOT i Massa NUSELLS ODF wees 

ial 4 YWEVER the Commissioner does not outwardly ap- which exceeds seven thousand. A large part of these 
pear to have helped allay criticism to any great brokers are war veterans who are excused from the annual! 


nteed 























tars exter The appearance ta new omMce partition tnat ayment for licenses and the department loses consid- 
etary . - _ -« : = : . . ae . . 
at keeps the public that much further away, and the installa- erable revenue thereby. This is another phase of a both- 
tion 0° f a secretary to the Commissioners secretary give ersome situation that Wil probDaDiy De alred puDiici; 
ons ; ok , 4 } ; 
Iding ammunition to those who want to get to headquarters with within a yea r two judging by the attempts to remove 
C . . ; < . 
th iticism and compiaints. terans preference that have been made made recentir 
f all : 
part 
iy of . ae 
r Te _ a ee Fe te as . = pe oe eS | 
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all WEEKLY INVESTMENTS OF LIFE COMPANIES 
ing 
jur- : _ 7 = _8te Z E , = Tse C - a 3: "<s 
ing mpanies reporting: American United, Bankers Life oi rankiin Life, General American, Guardian Life of 
tes, lowa. Bankers Life Ins. if Neb., Business Men’s As America, Life Insurance Co. of Virginia, Lincoln Nationai, 
to surance, California-Western States Life, Connecticut Ger Mutual Benefit, National L & A, Northwestern Mutual and 
the : Connecticut Mutua ( f the Phoenix Mutual Life Ins. C 
or 
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With The Editors 


“Easy Money” Policy 


HE term “easy money” has a 

warm, pleasant, even prosper- 
ous connotation to the average 
citizen. It evokes a picture of 
free flowing funds, wide purchas- 
ing power and active investment. 
An “easy money policy” on the 
part of the Government's trea- 
sury powers is, consequently, 
popularly approved. A _ policy 
that lowers rates of interest and 
promises to raise commodity 
prices is bound to meet favor 
from many groups. 

That such a policy is not 
always what it seems, and at the 
present time definitely not doing 
the job claimed for it, was lucid- 
ly pointed out by Winthrop W. 
Aldrich, chairman of the Chase 
National Bank, in the banquet 
address he delivered at the cul- 
mination of the Metropolitan 
Life’s annual convention. 

As Mr. Aldrich explained, it 
was assumed by the advocates of 
the easy money thesis that reduc- 
tion in rates of interest, ac- 
companying the increase in Fed- 
eral Reserve member bank excess 
reserves, would stimulate busi- 
ness activity. Business men 
would be induced to borrow, the 
construction industry would be 
stimulated and the capital mar- 
ket revived. It was assumed, too, 
in consequence of the increase in 
the price of gold and silver, and 
the increase taking place in bank 
credit, that commodity prices 
would rise. Price indices were to 
‘be restored to what was con- 
sidered a “normal level.” 

Of course these policies have 
fallen far short of announced 
goals, as Mr. Aldrich clearly 
pointed out. Business activity 
continues at a low ebb; the capi- 
tal markets have not experienced 
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a strong revival; the commercia! 
loans of banks remain disap- 
pointingly low; the price level 
has not risen as predicted. “The 
situation” said Mr. Aldrich, “is 
but proof of the old adage that 
business men will not borrow 
despite low interest levels, un- 
less attendant circumstances are 
such as to inspire them with con- 
fidence regarding future busi- 
ness prospects.” 

Now there is nothing that can 
be more beneficial to a country, 
as Mr. Aldrich says, than a de- 
cline in rates of interest, pro- 
vided that this is the conse- 
quence of an increase in real sav- 
ings. It gives evidence of an 
accumulation of wealth, of thrift 
and of solidity in society. But 
the recent and current declines 
in the rate of interest have no 
stch corollary. They are purely 
the result of monetary policies 
and of bank credit expansion. In 
Mr. Aldrich’s opinion, they will 
prove far less enduring than a 
decline that rests on the firm 
foundation of an increase in the 
savings fund. 

Lacking any positive, con- 
structive achievements in behalf 
of national prosperity, what has 
the easy money accomplished in 
a negative way? It has had, Mr. 
Aldrich demonstrates, a most 
deleterious effect on savings, sav- 
ings institutions, insurance com- 
panies and endowed institutions, 
the volume of which, Mr. Aldrich 
estimates, runs to over sixty-two 
billion dollars. The effect on in- 
surance was thus tersely told by 
the speaker: 

“Over the past several years 
the earnings of life insurance 
companies have been at the 
lowest point ever reached. Low 
earnings along with the expecta- 
tion of still lower rates of in- 
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terest have been reflected in in- 
creases taking place in premiums 
charged and dividend decreases. 
It must not be concluded, of 
course, that the reduction of in- 
terest income has been the only 
factor in the increases taking 
place in premiums or the de- 
creases in dividends. Another 
cause has been the decision of the 
companies to maintain a more 
liquid position. The easy money 
policy, however, has been an im- 
portant cause in raising the cost 
of insurance and has wrought 
hardship on those groups who 
desire to provide for their old 
age and for their dependents.” 

The policy has thus consti- 
tuted a tax upon the thrifty, 
prudent and foresighted. And 
should it suddenly result in a 
flare-up in prices, the unbalanced 
condition of the budget and 
general lack of confidence in 
fiscal policies would create an 
invitation to inflation with re- 
sultant severe effect on the pur- 
chasing power of endowment 
incomes and life maturities. 

Clearly, the policy is fraught 
with danger to the most impor- 
tant of our American institutions 
—financial, educational and phil- 
anthropic. What can be done 
to derail it? Mr. Aldrich sug- 
gests that the power to further 
devalue the gold dollar be al- 
lowed to expire, and further 
that specie redemption in gold 
coin be reintroduced. Other mea- 
sures designed to prevent mem- 
ber bank reserves from rising 
further are also recommended. 
Mr. Aldrich thinks, in this con- 
nection, that the Treasury should 
again begin sterilizing gold im- 
ports and that the profits of gold 
devaluation that are still un- 
utilized should remain im- 
pounded. 
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